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TO AUTHORIZE THE SECRETARY OF COMMERCE TO SELL 
CERTAIN VESSELS TO CITIZENS OF THE REPUBLIC OF 
THE PHILIPPINES; TO PROVIDE FOR THE REHABIL- 
ITATION OF THE INTERISLAND COMMERCE OF THE 
PHILIPPINES, AND FOR OTHER PURPOSES. 


TUESDAY, MARCH 30, 1954 


Unirep States House or REPRESENTATIVES, 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
SUBCOMMITTEE No. 1, 
Washington, D. C 

The subcommittee met, pursuant to call, at 10:45 a. m., in room 
219, Old House Office Building, Hon. John J. Allen, Jc. of California 
presiding 

Mr. AuuEN of California. The subcommittee will come to order and 
proceed to the hearings of Senate Joint Resolution 42) which will be 
included in the record at this point. 


(The resolution, S. J. Res. 72, is as follows:) 


JOINT RESOLUTION To authorize the Secret of Commerce to st ertain vessels to citizens of th 
Republi the Philippi to provide for t rehabilitation of the interisland comm 


pines, ar for other purpose 


Resolved by the Senate and House of Representatives of the United States of 


America in Congress assembled, That notwithstanding the provisions of section 
14 of the Merchant Ship Sales Act of 1946 (Public Law 321, Seventy-nintl 
Congres as amended, or any other provision of law, the Secretarv of Com- 
merce is hereby authorized and directed to sell to citizens of the Republie of the 
Philippines in accordance with the Merchant Ship Sales Act of 1946, any or all 
of the eight vessels named herein: Bowline Knot, Carrick Bend, Masthead Knot 


Snug Hitch, George W. Tucker, Northern Wanderer, Boatswains Hitch, Turks 
Head, which at present are in the Philippines: Provided, however, That the 
Secretary of Commerce, after consultation with the National Advisory Counci 
in International Monetary and Financial Problems, shall fix the terms of pay- 
ment on unpaid balances, which terms shall in no event be more favorable than 
the terms applicable in the case of sales to citizens of the United States. 

In determining the order of preference between applicants for tt purchase 
of such vessels, first preference shall be given to the applicants who are charterers 
of such vessels under the terms of the aforesaid Act of April 30, 1946, as amended 
at the time of making application to purchase vessels under the terms of this 
Act; second preference shall be given to applicants who suffered losses of inter 
island tonnage in the interests of the allied war effort; provided applications for 
the purchase of said vessels are received by the Secretary of Commerce within 
ninety days after the date of enactment of this Act. 

Except with the prior approval of the Secretary of Commerce, any vessel sold 
under this joint resolution shall, for a period of ten years from the date of sale 
of the vessel, be operated only in the interisland commerce of the Philippines 

Delivery of the vessels for the purposes of sale shall be made at a port in the 
Philippines designated by the Secretary of Commerce. 
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Attest: J. Mark Trict 


Secretary. 
Mr. Auuen of California. Is Mr. Bell in the audience? Will you 
proceed as you care to? Give your name and position for the record 


na roc 1 to make any statement that you care to make. 


STATEMENT OF JAMES D. BELL, OFFICER IN CHARGE, PHILIPPINE 
AFFAIRS, DEPARTMENT OF STATE 


Mr. Brevi. My name is James Bell. I am officer in charge of 
Philinpine Affairs in the State Department 


Because the Philippine Republic consists of 7,000 islands, some 300 


Ol hich are inhabited interisland shippin is essential to the very 
‘xistence of the country. For all practical purposes all Philippine 
xports ana imports Ttlo through only thre¢ Philippine cities. 

More than four-fifths of Philippine exports must be brought to 
these three centers by essels in the interisland trade During the 
wa practically all vesseis 10 tnis tra le were destroved. The mainte- 
nance of a fleet of interisland vessels is essential to a \v iable economy 

the Philippines and iportant to the economy of the United 
i Ss DY ervineg the areas that produce Sugar, copra, he np, lumber, 

( I weal 


Since th beration of the Philippines the eight vessels which the 


Congress would authorize for sale to Philippine interests by Senate 


Joint Resolution 72 have played a major role in maintaining the vital 
arteries of commerce in the Philippines contribute about 
“7 


one-half of the Phi heir withdrawal would 


place a serious obstacle in the continuance of the normal economy 
and trade of the Philippin: 

It is the Department of State’s understanding that these vessels 
are of types for which there has been little or no demand by United 


states shipov ners If these vessels cannot be sold or the charters 


continued considerable expense would be incurred to return them to 
here they would probably have to be put in the 
li id-up fleet It is the belief of the Di partment of State that the 
approval of legislation permitting the sale of these vessels for use in 
Philippine interisland trade would be of benefit financially to the 
United States Government and of very considerable assistance in 
maintaining the econon V of the Philippines. 

As the committee is aware, the Philippine Embassy in Washington 


expressed its views in a note dated May 8, 1953, a copy of which was 


, _ | ] 1 4 
mmpimne interisiand eet 
1 


the United States wl 


furnished to the committee on July 8, 1953 

The Department of State strongly supports the enactment of 
Senate Joint Resolution 72 

Mr. Auten of California. Thank you, Mr. Bell. Mr. Tollefson? 

Mr. Totierson. Do I understand that these vessels have been in 
use in the area? 

Mr. Bexu. Yes, sir; they have been chartered for 5 years, I believe, 
to the people who now wish to purchase them 
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Mh TOLL FSO? Who are the pe ople who wish to pure hase them? 
Mr. Bex. | don’t have that in front of me 
Af ry 


Vir. 1OLLEFSON. | don’t necessarily mean the names of companies 
or peopl 

Mr. Beti. There are two Philippine companies 

Mr. 'ToLturrson. Private? 

Mr. Bex. Privately owned companies, yes, sir. 

Mr. Touierson. If the legislation were not approved, what would 
happen to the vessels? 

Mr B I The Vi sels | suppose could be chart ‘red avain, or 
they would have to be returned to the United States at our expense. | 
understand that it has been estimated it would cost about $400,000 


to bring them back here 


Mr. Tor LEFSON. They would be used only in interisland trade? 

Mr. Bex. Yes, sir 

Mr. Totterson. That is the only place they have been used 
heretofore, is it? 

Mr. Beuu. Yes, sir 

Mr. Totuterson. I have no further questions. 

Mr. Anuen of California. Mr. Hart? 

Mr. Harr. I would like to have some information as to the owner- 
ship of these vessels and as to the profits that have been made on 
them in their trade heretofore. We had here in the last Congress 
and in the Congress before a bill of somewhat similar nature which 
was to authorize the transfer of certain ships that would be used 
rather locally by the Republic of Korea. The committee was not 
satisfied at the time that the Republic would benefit as much as some 
people within the Republic if the ships were transferred 

I would like to have the same kind of information regarding these 
vessels. We refused to transfer the ships to Korea, even though 
Korea was then struggling for her very existence I would like to 
know why we should let these ships go to the Philippines when all is 
comparatively at peace there. 

Of course the State Department hasn’t very much regard for the 
American merchant marine as has been manifested over the years, 
and so far as I am concerned its recommendations about what to do 
with American ships carried very little weight 


I would like to have some definite information on the operation of 


these ships in the vears that have vone by, who owns them, what the 
profits have been, and so on 

Mr. Bett. I believe the Maritime Commission can furnish you 
with that information inasmuch as they charter the vessels 

Mr. ALLEN of California. Is that all, Mr. Hart? 

Mr. Harr. That is all. 

Mr. ALLEN of California. Mr. Van Pelt. 

Mr. Van Petr. No questions. 

Mr. ALLEN of California. Mr. Bonner. 

Mr. Bonner. Is there any preference given by the Philippine 
Government now with respect to any ship lines over the American 
merchant marine in taxes or any other benefit? 

Mr. Bett. I presume you are referring to the 17 percent exchange 
tax. 

Mr. Bonner. I am just asking the question whether any preference 
is given to a Philippine line or British line over that that is extended to 
American-flag ships. 
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Mr. Betu. Not that I am aware of. 

Mr. Bonner. Well, I am informed that there is. What is the 
tonnage of these vessels? 

Mr. Betu. About 5,000 tons. 

Mr. Bonner. That is all. 

Mr. ALLEN of California. Mr. Norblad? 

Mr. Norsiap. No questions. 

Mr. ALuEN of California. Mr. Garmatz? 

Mr. Garmatz No. 

Mr. Auten of California. Mr. Shelley? 

Mr. SHetiey. None. 

Mr. AuuLen of California. Mr. Robeson? 

Mr. Roperson. No. 

Mr. Auuen of California. Thank you very much. Mr. Bell, for 
your statement. 

Is Mr. Ackerson here? Will you identify yourself for the purpose 
of the record and proceed to make such statement as you care to make? 


STATEMENT OF E. J. ACKERSON, ASSISTANT GENERAL COUNSEL, 
DIVISION OF LEGISLATION, MARITIME ADMINISTRATION, 
DEPARTMENT OF COMMERCE, ACCOMPANIED BY PAUL SUL- 
LIVAN, CHIEF, DIVISION OF CHARTERS AND TRAFFIC, MARI- 
TIME ADMINISTRATION, DEPARTMENT OF COMMERCE 


Mr. Ackrerson. My name is E. J. Ackerson. I am. assistant 
general counsel, Division of Legislation, Maritime Administration, 
Department of Commerce. I am appearing on behalf of the Depart- 
ment of Commerce and the Maritime Administration. 

The Department of Commerce reported on this legislation under 
date of July 13, 1953, and at that time favored the legislation as it 
does now. 

The report of the Department of Commerce was with the clearance 
of the Bureau of the Budget. The representative on behalf of the 
State Department has indicated the general nature of this legislation 
and has already informed you that the proposal to sell the vessels 
covers vessels here which are presently under charter to the Republic 
of the Philippimes or, rather, to citizens of the Republic, and that they 
have been under charter for a considerable period of time. 

The one-page table furnished you with the statement imdicates 
sales prices and the names of the charterers, the names of the vessels, 
the type, and the approximate total of charter hire paid by the 
charterers, estimated up to June 30, 1954. The charters presently 
authorized would expire at that time. 

(The table above referred to is as follows:) 
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Mr. Ackerson. Those charters are the result of an extension made 
last year of the authority to charter under the Philippine Rehabilita- 
ion Act. These charters were originally authorized by the Philip- 
pine Rehabilitation Act of 1946 which authorized a charter hire in the 
discretion of the maritime agency, even to the extent of making it a 
nominal charter hire, but as you see from the chart, the charter hire 


has amounted to considerable sums in comparison with the purchase 


‘ 


price of the vessels 

The sales price under the Ship Sales Act is set forth in the last 
column of the tabl 

The report of the Department of Commerce makes the statement 
concerning these vessels that they are of relativ. ly low speed, and they 
are of limited deadweight, but it is about 3,000 and 5,000 tonnage. 
They are not particularly suited for the long-range requirements for 


employment on foreign trade routes. They were not in any great 
demand for purchase by citizens of the United States under the Ship 
Sales Act. There are some 50 C1—-MAYV-1’s in the reserve fleet at 


the present time, and my recollection is that there are about some 18 of 


+ 


l \ 


the N3’s, the smaller coastal type vessel, of which 7 are of the military 


The legislation, as you know, has passed the Senate, and | might 
call your attention to certain provisions in the Senate committee 
report on the legislation which have some bearing on the restrictions 
imposed in the bill 

It is there indicated t} at it Was not deemed desirable Lo charee 
more than the usual rate of interest under the Merchant Marine 
Acts, which is 3 percent There is a provision in the bill which 
would relate to terms of payment of the balance which, of course, 
would involve the rate of interest, and which would be determined 
after consultation with an advisory coun il. 

‘J here is als the question of what happel s j } the event tl at the 
purchases are not completed within a reasonabl period of time. It 
was indicated in that report that if the prospective purchasers did 
not buy, under this bill, within a reasonable time, the charters under 
which they hold the vessels at the present time should be terminated. 

| believe that covers the leading points in the legislation. 

Mr. AuLeN of California. Mr. ToLuEerson? 

Mr. TotLerson. In your statement you made reference to some 
ruaranty from the Government of the Philippines. 

Mr. Ackrerson. Yes l am glad you called my alle ntion to that. 
That is the normal pl cedure under the Ship Sales Act and foreign 
sales, to require the guaranty of the foreign government concerned, 
and it would be the policy under this bill to require the similar guar 
anty 

Mr. Totterson. Thank you. 

Mr. Autuen of California. Mr. Hart? 

Mr. Harr. Guaranty as to what? 

Mr. Ackrerson. As to the « arrying out of the terms of the purchase 
cont oe, 

Mr. Harr. What, in your opinion, would justify the committee 
approving this bill in view of its refusal to pass the legislation to 
which I referred concerning passing ships: of a somewhat similar 
nature to Korea at the time of Korea’s fight for existence when we 
were also sacrificing our men over there? 
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Mr. Ackrrson. Well, frankly, I cannot answer. 

Mr. Harr. You are familiar with that bill; aren’t you? 

Mr. Ackrrson. I recall the bill, and it was not passed. 

Mr. Harr. It was not passed; it was not passed because, primarily, 
as I recall it, the committee wasn’t satisfied that the Korean Govern- 
ment would profit as much out of it as some of the private interests 
involved. What is the difference? And I have an open mind on the 
subject. I am looking for information. What is the difference in 
the two situations? 

Mr. Ackrrson. Well, as I say, I do not know what special con- 
siderations, what particular considerations, were involved in the 
possibility of sale for the Republic of Korea. I know—it seems to 
me—that this particular bill has a history, and the charter of the 
vessels concerned in this bill has a history, which, under the Philippine 
Rehabilitation Act, persuades me that this is a meritorious proposal 
to sell these vessels that are being chartered. 

Now, I can’t compare that with the Korean situation because | 
do not know what particular elements were involved in that. 

Mr. Harr. Did you attend the hearings on that bill? 

Mr. Ackrrson. No; I don’t believe I did. 

Mr. Harr. That is all, Mr. Chairman. Thank you. 

Mr. ALLEN of California. Mr. Van Pelt? 

Mr. Van Pett. No questions. 

Mr. ALLEN of California. Mr. Bonner? 

Mr. Bonner. These ships would only be operated within the waters 
of the Philippines? 

Mr. Ackrerson. That is right. 

Mr. Bonner. How would you go about controlling that after you 
sold it? 

Mr. A¢ KERSON. Well, it would be controlled through the inter- 
national relationship with the Repul lic of the Philippin: s and the 
guaranties received in connection with the sale, and I suppose in the 
end we would rely upon the word of the eg, ge ae rnment. 

Mr. Bonner. The companies, under this bill, that we propose to 
sell the sh ips to, do the \ have any working reat with any other 
foreign-flag lines? 

Mr. Ackerson. I am sorry, I don’t know whether they do or do 
not Mr. Sullivan, would you know anything about that? 

Mr. SuLtivan. Not to our knowledge. 

Mr. Ackrerson. Not to our knowledge. 

Bonner. Well, you testify to the bill, but you simply don’t 
know all about it. The effect of it on the American merchant marine 
you don’t know, do you? 

' Mr. Ackerson. I don’t know about that relationship. 

Mr. Bonner. And this committee is responsible to build up the 
American merchant marine. 

Mr. Ackerson. That is right, sir. 

Mr. BONNE R. Hi: ave a greater number of fla gs ships on. the high seas, 
and to give e mployi nent to American seamen, al nd here this morning 
we have been talking about the retarding of the shipyard facilities in 

America; yet you propose to put more ships under some foreign flag, 
and you don’t know whether they would compete with American 


vesse ‘Is or not. 
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Mr. Ackrerson. Well, we know they wouldn’t compete directly. 
What indirect ramifications might result 

Mr. Bonner. You don’t know whether there is favorable considera- 
tion given by the Philippine Government to other flagships that is 
not accorded to the American flagship. 

Mr. Ackerson. No, I am not familiar in detail with that situation. 
I know that there are questions which are pending or which are current 
in connection with the treatment of United States flag vessels. 

Mr. Bonner. You merely come and say, ‘‘We ought to do this,’ 
that is all 

Mr. Ackerson. I do not say it ought to be done necessarily because 
of other questions, but so far as the question of sale is concerned, the 
Maritime Administrator has not found any objection. 

Mr. Bonner. You don’t have any objection. 

Mr. Ackrerson. We have the difficulties, other difficulties, as to 
shipping and discriminations against shipping; yes, sir 

Mr. Bonner. But you haven’t looked in to see whether this would 
add to the troubles we already have 

\ir. Ackrerson. Well, there has been consideration of the matter, 
and so far as I am advised, there is no indication that this would 
increase the difficulty 

Mr. Bonner. You mean it is already there under the charter 
system that we have? 

Mr. Ackerson. In one sense, yes 

Mr. Bonner. It is there, is it or not? 

Mr. Ackrerson. Well, | don’t know whether there is any relation- 
ship between these particular vessels and alleged or actual discrimina- 
tions 

Mr. Bonner. If these vessels accumulate cargoes in the principal 
ports that are then shipped via some foreign-flag line with a special 
privilege to that line as against an American-flag ship, then it would 
be a deterrent 

Mr. AcKErRson. It would 

Mr. Bonner. You don’t know whether that exists now? 

Mr. Ackerson. No, sir; I personally do not 

Mr. Bonner. That is all 

Mr. Auuen, of California. Mr. Norblad? 

Mr NorBiap. No. 

Mr. ALuen of California. Mr. Garmatz? 

Mr. Garmatz. I was wondering if you know whether they have any 
supervision over ships besides these chartered by the United States. 

Mr. Acxerson. J am not familiar with that. 

Mr. Suuturvan. They do 

Mr. Ackgrson. They do on other tonnage. Are you familiar with 
the amount? 

Mr. Sutirvan. I don’t have the figure, but I am sure we can get it. 

Mr. Ackgerson. Sir, I believe there are witnesses on behalf of the 
prospective purchasers who would have that information. 

Mr. Garmatz. You don’t have that. 

Mr. Ackerson. No; I do not. 

Mr. ALLEN of California. Mr. Shelley? 

Mr. SHetuey. Yes; Mr. Chairman. 

On the Korean bill Mr. Hart has referred to, the committee devel- 
oped during its questioning that the corporate structure of the com- 


’ 
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pany, to which title would have been transferred, was rather peculiar 
in that it was referred to in the reports on the legislation as a Korean 
Government corporation, but our questions developed that it was sort 


of a quasi-corporation. I think they called it the Korean Trade and 


Development Corporation or something like that In faet a was & 
stock corporation, the majority ownership of which rested in privat 
hands 


Having told you that, what is the structure of the organization thas 
will take title if this bill is passed? Are they Government corpora- 
tions? Are they private oon orations? Are they strictly Philippine 
companies? Is there Ame ri an capital in <n > What is their rela- 
tionship with o ther Stei msl Mp opera tors, American and otherw 

Mr. Ackerson. I do not have any eeieeatrian on that 

Mr. SuHetitey. As I understand, the Maritime Administration 1s 
supporting this bill 

Mr. Ackprson. That is right 

Mr. SHevtey. You don’t know the answers to these questions 

Mr. Sutuivan. They are private Philippine corporation 

Mr. Suetiey. Please give your name 

Mr. SuutivaNn. Paul Sullivan. These two companies are privat 
corporations of the Philippines. One of them, | saan shape | 
haven’t any factual knowledge of it, but I understand the Ameri- 
can capital in one of the companies, the Philippine Steam Naalanl ion 
Co. The othe r company, | unde rstand, is fully Ow! ed by hnhatives of 
the Philippines 

Mr. Suevtey. Have you any idea where we might get complet 
information along the line that Mr. Hart and myself were inquiring 
about? 

Mr. Sutiivan. We could call on these companies to produce that 
They will be here testifying today, and I believe they will be ready 
to answer you directly on that. 

Mr. Suetitey. Does the Federal Maritime Administration keep a 
representative in the Philippine Islands 

Mr. Sutuivan. No, sir. 

Mr. SuHetuey. They do not? 

Mr. SuLLIvaAN. No, sir. 

Mr. SHELLEY To come back to Mr. Ackerson, in connection with 
the matter we had before us a week ago, I asked a question which 
came into my mind during the hearing, and | assure you it was not 
facetiously asked, and | ask the same one he re. What dis} osition of 
the funds accruing to the United States Government or to the Federal 
Maritime Administration through the sale of these vessels will be made 
by the Federal Maritime Administration of the Government? 

Mr. Ackerson. They are required to go into miscellaneous receipts 
of the Treasury because the sale is pursuant to the provisions of the 
Ship Sales Act, which on that requirement 

Mr. Suetuey. Then they vo into the miscellaneous receipts of the 
Treasury of the United St ates, and then the ‘vy are lost to the Federal 
Maritime Administration or to the benefit of the merchant marine. 

Mr. Ackrerson. That is right. 

Mr. Suetiey. They are there for general expenditure. 

Mr. Ackerson. They are available for general expenditure, yes, sir. 

Mr. Suetuey. Isn’t it the policy of the Merchant Ships Sales Act, 
with instructions to the Federal Maritime Administration, to carry 
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out that policy as expressed, that a merchant marine be developed 
and that a reconstruction fund be built up? 

Mr. Ackrerson. Oh, yes. 

Mr. SHeviey. If they are disposing of vessels such as these, let us 
for the moment assume that there is no use for them in the American 
fleet and that we will not be shorting ourselves of this type vessel by 
taking them out of the reserve lay-out fleet—aren’t we negating that 
policy by then selling these vessels, thereby diminishing our reserve 
fleet and allowing the funds from the sale to just be generally dis- 
tributed in the miscellaneous receipts fund? Wouldn’t it have a lot 
more consistency to it if we amended it and said that any vessel sold 
from the reserve fleet shall have the funds so acquired applied to the 
reconstruction fund so that as we get into a point of expanding or 
developing our merchant marine we have the funds with which we 
can start? 

Mr. Ackerson. I certainly would agree with that, that that would 
be directly toward reconstituting the American merchant marine. 
We cannot do that, as you know, at the present time because the law 
is to the contrary. 

Mr. Sueuiey. You have already answered what would be my next 
question, that to accomplish that end, along with passing this bill we 
should amend the Merchant Marine Act so that any funds acquired 
from such a sale would go into construction-subsidy fund. 

Mr. Ackrerson. That would do it. 

Mr. SuHeiiey. To be used by the Maritime Administration in future 
construction programs. 

Mr. Ackerson. That is it 

Mr. SHetiey. I will sir . 
some checking since I asked you the question last week, and I am 
very much interested, practically to the point of being adamant, 
about opposing any sales unless such a provision is written into the 


ly say for the record that I have done 


np 


law 

That is all at this point 

Mr. ALLEN of California. Mr. Keogh? 

Mr KEOGH. No 

Mr. Auten of California. Mr. Ackerson, I note the sales price of 
the CI-MAV-1 as $693,862. Could you tell us what the construction 
cost WV as? 

Mr. Acxgerson. I think I have it here, sir. The construction cost 
of the CI-MAV-1’s was quite variable. It ran from $1,700,000 to 
about $2,700,000. The sales price of all of those is down to the base- 
depreciated price at the present time, so they all have this price of 
$693,862, but the C1I-MAYV-1, while a relatively small ship, was also 
a relatively expensive ship 

Mr. ALLEN of California. Do you have the construction cost of the 
N-3’s? 

Mr. Acxerson. I don’t believe I have those, sir. I would be glad 
to furnish them for vou. 

The following information was subsequently furnished:) 

The construction costs ran from $1,160,000 to $1,370,000. 


Mr. ALLEN of California. I note from the tabulation you have given 
us that the charter hire received is about $3,700,000 on these 8 ships, 
and that the sales price is about $5 million for the total. 
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Mr. Ackerson. Right 

Mr. Auuen of California. And the ships are all war built and 
about how old? 

Mr. Ackerson. I think all of them were delivered in 1945. 

Mr. Auuen of California. I think I understood you to say that 
these ships presently replace ships that were formerly operating in 
the Philippine services but were lost during the war. 

Mr. Ackrerson. That is correct, sir 
Mr. ALLEN of California. Do you know in what service they were 
lost? 

Mr. Ackerson. They were in the Philippine Islands. 

Mr. Sutiivan. They were war casualties. 

Mr. Aten of California. At that time were those ships owned 
by American citizens, Philippine citizens, or was it before the Philip- 
pine Government became free of the United States? 

Mr. Acxkerson. Well, that was—this was largely before the 
independence of the Philippines, which was July 1, 1946. 

Mr. SHeiuey. July 4, 1946. 

Mr. Auien of California. Can you tell me whether the original 
charter of these ships was a part of a rehabilitation program of the 
Philippines that this Government was fostering? 

Mr. Ackrrson. These particular charters; yes, sir. They were 
onto the Philippine Rehabilitation Act of 1946, which was a general 
bill for aiding the economy of the Philippines after the war. 

Mr. Auuen of California. Can you tell me where there are any 
other programs for the sale of ships to foreign countries or of foreign 
flag that are presen tlv under contemplation by the Department of 
Commerce or the Maritime Administration? 

Mr. Ackrerson. The only other legislation is the bill which would 
provide for sale of ships to Brazil. That is the only one that the 
Maritime Administration has before it. 

Mr. Auten of California. Thank you, Mr. Ackerson. Are there 
any further questions? If not, thank you very much. 

Mr. Marias and Mr. O’Donnell. 

Mr. Suetiey. Mr. Chairman, may | follow with one other question 
with Mr. Ackerson? You heard the questions asked by Mr. Bonner 
as to how assurances, definite assurances, will be had that these vessels 
would be restricted to inter-island trade in the Philippines and not 
used for any international trade. Can you throw some light on that 
phase of it as to how that will be handled? The gentleman from the 
State Department did not give a very definite answer. Can you give 
the answer? 

Would it be done by arranging the sales contract or by the State 
Department and the State Department of the Philippines? 

Mr. Ackerson. U Inquest stionably it would be included in the sales 
contract, and it would be included in the guaranty of a foreign govern- 
ment, in this case the Philippine Islands, which we would request 
from the Philippines in connection with the sale. 

Mr. Suetiry. What thought has been given to developing a definite 
program, a plausible program, tows ard that end in drafting up and 
arriving or negotiating a sales contract? You just don’t go in blindly; 
we know something as to what we want in that contract. 

Mr. Acxerson. We do have a precedent for this type of sale be- 
cause similar guaranties were required under the Ships Sales Act of 
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sales to foreign countries, and if desired, I can procure a form of such 
a@ guaranty. 

Mr. SHetiey. Have all of those contracts and guaranties and such 
provisions in them been observed, or have they been breeching some 


of them? 


Mr. Ackrerson. Well, at one time there was a difficulty about 


foreclosure of vessels to the Chinese Republic. Those were settled 
after some thre of foreclosing sales. Those were settled and 
satisfactorily, fullv settled 

Mr. SHetitey. Thank yor 

Mr. Krocu. Mr. ¢ rman, may I ask Mr. Ackerson one question: 
Is there a priva t for these ships, would you know? 


re a priva na 
Mr. ACKERSON We ere informed at the hearing on the bill to 
provide for sale of certain ships to Brazil last week by the representa- 
tive of the American Merchant Marine Institute that there were 


ships available in the private market which were available. 

I ee ts 

\ir. Keocu. How does the current market price compare with the 
floor under the Sales Act here, would you know? 

Mr. Ackrerson. Well, no, except in a general way, that the current 


market price is likely to be lower than this ships sales price. 
Mr. Krocu. Substantial? 
Mr. Ackerson. Well, I don’t know about that. 
Mr. ALLEN of California. Mr. O’Donnell and Mr. Marias. 
Mr. O’Donnell, do you want to make a statement first? 
Mr. O’DoNnNELL. Yes, sir 
Mr. Auuen of California. Will you identify vourself for the record 


: ; ) 
and make such statement as you wish 


STATEMENTS OF JOHN A. O'DONNELL, ASSOCIATE COUNSEL, 
COMPANIA MARITIMA AND THE PHILIPPINE STEAM NAVIGA- 
TION CO., AND JOSEPH MARIAS, PRESIDENT, ASSOCIATED 
COMMERCIAL CO., INC., AND UNITED STATES REPRESENT- 
ATIVE, COMPANIA MARITIMA 


Mr. O’Donnetu. My name is John A. O’Donnell, and I am engaged 
in the private practice of law with offices located at 830 Bowen Build- 
ing, Washington, D. C. ‘Together with my colleagues, Attorney 
Harry Colmery, of Topeka, Kans., and Mr. Joseph Marias, this 
gentleman on my right, of San Francisco, we represent the Compania 
Maritima and the Philippine Steam Navigation Co., Manila, Philippine 
Islands, the present charterers of the vessels, the subject of Senate Joint 
Resolution 72. On behalf of my colleagues and myself, I want to, 
at the outset, sincerely thank this committee for giving us this oppor- 
tunity for appearing here and testifying today. We are keenly aware 
of the demands made on the time of the members of this committee 
and for that reason we have endeavored to limit our testimony to the 
ultimate facts in the matter before us. 

Mr. Chairman, I have here some copies of the shipping lanes and 
routes of the Philippines that I think the committee members might 
find interesting and informative. I don’t have enough copies for 
everyone, but I think if they are passed around, it will show why a 
lot of our shipping experts in the Philippine Islands state the shipping 
lanes are similar to our railroads. 
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In ic on I Ve ! cop Ol t the Philippin 
[s] \ th resp Lo t} density of the ponul on si 7 } 
distribution of thi 0 million 1e pr nile t} habit the Phi ppine 
Islands, and w th rel LIOT hip to th densit or the populat n ill 
how un the necessity for having this d interisland transporta 
tion surplus Ve 1] siness 

My coll 1 ind I « appearin n support of Senate Joint 


RR lution 72, the purpose of which is to provide for the rehabilitation 


of the interisland commerce of the Philippines by authorizing the 
Secretary of Commerce to sell e icht small war-b wilt coastal vessels to 
citizens of the P hi lippines, in accordance with the terms and conditions 

{f the Merchant Ship Sales Act of 1946, as amended, which act pro- 


vided for the sale of surplus war-built vessels of World War IT. 

Briefly the facts are these: 

T he res lution be fore vou de als with a subjec { which was considered 
by the Senate Committee on Interstate and Foreign Commerce in the 
82d Congress under a somewhat different proposal, although the back- 
ground remains the same 

Almost all of the prewar vessels which carried the interisland trade 
of the P} ilippin 3. so vitai to it ymunerce, were lost during the early 
days of the war with Japan while under requisition by the military 
forces of the United States. At the time they were flying the Ameri- 
ean flag and the military dispate hes made mention of numerous in- 
stances of heroic action by them in support of our war effort before 
they were sent to the bottom by enemy action. With the reoccupa- 
tion of the Phil ippines and the subsequent restoration of trade be- 
tween the islands, a number of small vessels of less than 1,000-ton 
capacity, which had been built in the United States during the war 
were declared surplus by our military forces and were sold to citizens 
of the Philippines by the Foreign Liquidation Commission. 

These vessels, however, were not nearly sufficient to meet the 
demands of interisland commerce and Public Law No. 370 of the 
79th Congress, known as the Philippine Rehabilitation Act of 1946, 


made cerbain larger vessels of over 1,000-ton capacity availab] LO 
citizens of the Philippines under charter arrangement ‘Eight of these 
vessels have remained contin uously emploved out there ev er since and 
are so employ las of today This fact se0@1 Lo esti iblish be yond any 
shadow of doubt that these vessels ai sential to the trade and 
commerce of the Philippines. 


An opportunity was afforded citizens of the Philippines to purchase 
these vessels under the Merchant Ship Sales Act of 1946, Public Law 
321, 79th Congress. Unfortunately, the sales provisions of Public 
Law 321 expired on March 1, 1948, at which time the Philippine 
citizens, charterers of the vessels, found themselves unable to qualify 


financially for their purchase, primarily cee action by the VW ar 


Damage Commission on their losses of prewar ships and property had 
not yet been taken. Accordingly, in accordance with the acts of 
Congress repeatedly renewing the authority therefor, the charterers 
of the eight vessels have been continued. This authority was again 


extended by the present Congress for | year, ti charters terminating 
on June 30, 1954. 

I might say at this point that Mr. Marias and myself and Mr. 
Comery have been associated in the extension of these charters for 
the past 3 years. 

45261—548 
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Their financial situation, resulting from th untimeimess Of the 

| } ; fe | ey : P } . . 

action on their war losses as against the expiration ol! the sale provi- 
sions of Public Law 321, Ship Sales Act of 1946, prompted the Philip- 


‘ f ase To 1 : { 
pine citizens, charterers ol the vessels, to put bDetore the senate 


Committee on Interstate and Foreizn Commerce of the 82d Congress 


; 


an appeal that the charter-hire already paid for the vessels be allowed 
to apply against their purchase. This was Senate bill S. 2514, 82d 
Congress, February 28, 1952. Although that appeal seemed emi- 
nently fair and equitable, opposition to it developed to such an extent 
that this committee took no action on the bill but reported favorably 
on an extension of the charters. 

The Philippine citizens, charterers of the eight vessels, have been 
made aware and now fully recognize the reasons for the opposition to 
their previous appeal and now seek authority by the resolution before 
you to purchase the vessels without any special considerations of 
their unusual position. 

Hearings were held on Senate Joint Resolution 72 before the sub- 
committee of the Committee on Interstate and Foreign Commerce 
on June 3, 1953, at which time the proponents and opponents to the 
legislation were fully heard 

The Senate Committee on Interstate and Foreign Commerce in 
unanimously urging the passage of Senate Joint Resolution 88, which 
was the extension of charters, stated in its report No. 402 dated June 
11, 1953, and I quote: 


While your committee favors most strongly the enactment of said Senate Joint 
Resolution 72 to authorize the sale of these vessels, it recognizes the possibility, 
time that ce lerati by both Houses “es gress and action by the 
Executive might not be completed by the expiration of the present charter 


period 


which at that time was June 30, 1953 





cordingly, in appreciation of the importance of these eight vessels to the 
my of the Philippine Republic and in recognition of the chaotic conditions 
would result if the 
in parentheses 
presenting about one-half of the terisland tonnage of the Philippines 
an 
end of parentheses 
! lv r ! 5 expil f tl ing charters, 
+4 ‘ lasted ten tiasl +} ile il an steel Aten 
' ution extending the charters for 
( i Vear 


Senate Joint Resolution 88 was referred to the House Foreign 
Affairs Committee since these charters stem from the Rehabilitation 
Act of 1946. <A hearing was held on June 26 before this committee 
which unanimously reported the resolution out. Again the proponents 
and opponents to the legislation were fully heard. On June 27 the 
resolution passed the House and was signed by the President on 
June 30, the day on which the charters expire, Public Law No. 87, 
83d Coneress. 

Although these charters have been in existence since 1946, never- 
theless this is the first time that our opponents appear through counsel. 
Heretofore they have limited their attacks to resolutions emanating 
from Manila and directed to the interested committees and their mem- 
bers | further would like to point out that there was a total lack of 


consistency on the question of what our opponents wanted in each 
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resolution, each vear. The retaining of counsel has not changed the 
picture. In my judgment it is significant that in the present session 
of Congress we have these opponents appearing through counsel, yet 
in the UPI er and lower Houses, I believe it fair to say that no we ivht 
or credence could have been given to the case of the opponents since 
in each instance the measures before the respective committees were 
unanimously reported out and passed. 

The eight vessels are of a type — igned for coastal trading 

Mr. Harr. What do you mean by the upper and lower Houses? 

Mr. O’Donne .t. | beg your pardon, Mr. Hart. I apologize. 

Mr. Harr. You know, that term simply derived from the fact that 
in Philadelphis i the Senate met on the second floor, and the House met 
on the first floor. That was the way they were referred to and 
denotes nothing by way of superiority. 

Mr. Au.eN of California. The House always has its feet on the 
ground. 

Mr. O’Donne tu. I believe it is a local colloquialism, however. 

Mr. Harr. That is right. 

Mr. O’DonneEtu. The 8 vessels are of a type designed for coastal 
trading, of slow speed and in surplus supply as evidenced by the fact 
that at least 50 of the same type are in layup in the reserve fleet at 
United States ports. The importance to American owners of war- 
built vessels that the sale provisions of Public Law 321 not be reopened 
is fully recognized—I would like to repeat that—the importance to 
American owners of war-built vessels that the sale provisions of 
Public Law 321 not be reopened is fully recognized, but because the 

eight vessels are actually replacements of vessels lost in the Philippines 
be enemy action and they have been continuously employed in the 
Philippines under charter, it is felt that they are entitled to special 
consideration and their disposal by sale does not in any sense of the 
word reopen the sale provisions of Public Law 321, Ship Sales Act of 
1946. 
In that connection let me read you section 306 of Public Law 370: 


Section 306 (a) provides that in order to restore and improve interisland ¢ 
merce in the Philippines, notwithstar a the provislo of any existing law, tl 
United States Maritime Commission is authorized to charter u such term 
and conditions 


parentheses 
inciuding nomina ates or charter 


end of parentheses 


vessel litable for operation in thi terisland ymmerce of tl Philippines to 
individuals, corporations, or cooperatives or other forms of ‘ tio 
of t P} ppl ('¢ mu } I ry li 

{ ) rie { il i I i i i 1 

oO operat maint he ( Ia ( t} pp 
Provided. That v charter enters ! er the autl tv of this se Ol hould 
eC i] 1 } ) ) rit ( shall be « I ( { inter- 
Isla { commer 1 PI ‘ 


Now, I have quoted that section of the act for the reason that | 
wanted to brine it out clearly before the committee that this law, in 
my interpretation—these cl arters stemming from the Rehabilitation 
Act that we are here dealing with a rehabilitation problem, and we 
shouldn’t let the Ship Sales Act enter into the picture only in the sense 
that Mr. Clark, who at that time was Deputy Maritime Administra 
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tor, in testify ine on this resolution ae a he aring before 2 subcom- 


mittee of the Committee on Interstate 1d Foreion Commerce of the 
United States Senate, 83d Congress, 1st session, on this Senate Joint 
Resolution 72, had this to say on page 8: 
Mr. CiarK. Mav I add to the counsel’s comments her We do not visualize 
this as a basic de facto sale based ipon the reopening of the Ship Sales Act. Wt 
am trving to say is that theory this is a further promulgation of the rehabili- 
ition program of the Philippines, and the Ship Sales Act and its provisions for 
ire reopened on 1 device to accomplish the tundamental purpose which 
rehabilitatio 


Now, that is very important for this reason, gentlemen, that since 


the Jilin ir of Senate Joint Resolution 72, and on one occasion before, 


) 


we find a bill for the sale of ships to Brazil, H. R. 6317; we find a bill 
for yw sale of ships to the free citizens of Trieste, whoever they 
may be, S. 2063. Then we find a Senate Joint Resolution 104 for the 
sale of vessels Lo South Korea. These people are all looking for these 
Mavees, these Cl MAY l type of vessel that are presently in the 
Philippines in the mterisland trade. 

I submit to the members of this committee that this legislation 
before you is not a precedent for any of these other bills that are com- 
ing along and trying to buy ships under the Ship Sales Act. These 
people that we represent, these interisland operators, as you have 
just heard the testimony of the people from the Maritime Commis- 
sion—these people have had these ships in interisland operation since 
ers: They have m ud $3,700,000 in charter hire. These people lost 
their vessels in the last war, and when you take the charter hire of 
3.7 million against the sales price of these vessels under this bill, 
under the statutory sales price, they will have paid $5,100,806. 

Now, before I leave this question of it being a rehabilitation meas- 
ure, | was a member of the Philippine War Damage Commission 
which was charged with the admimistration of the Philippine Rehabil- 
itation Act 

| might say with some modesty at this time that it is the only 
commission of its kind that ever finished a job 1 month before the 
statutory deadline and returned $2 million to the United States 
Treasury. 

I have been very familiar with the background of the Philippine 
Rehabilitation Act, and I have made a very special study with respect 
to this section 306 under which these charters stem, and I am sure 
that some of you members were probably members of the 79th Con- 
gress, and you recall those chaotic days when they were trying to get 
the legislation together to assist the Philippines. I am sure you all 
remember Jasper Bell and Mr. Welch and the members of the Insular 
Committee. 

They were doing a job, a fast job. They had to get it done in a 
hurry. The Philippines had to be taken care of. They were part and 
parcel of the United States 

In my own opinion it has been my judgment that that nominal 
charter hire that you referred to in section 306—this is just academic, 
but it shows the attention of Congress—that that nominal charter 
hire wasn’t put in there by accident, that Congress was interested to 
see these people get back on their feet, to see that these interisland 
operators get bac k on their feet, even if the »y had to charge them just 
a nominal rate which we know in law is 1 cent. As a matter of fact, 
as it turned out, the charter hire was based on, as I understand it, 
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the Alaska trade and some intereoastal trade on the basis of 8% 
percent. 

In the Philippine case they charged them 5 percent for depreciation, 
34 percent for interest, and 1% percent ostensibly for a fund to return 
these ships to the United States in the event the charters were not 
renewed. 

This proposed legislation has the unqualified endorsement of the 
Government of the Republic of the Pl hilippines as evidenced by the 
note of the Philippine Ambassador to our State Department as testi- 
fied to here today by Mr. Bell. As you gentlemen well know, govern- 
ments make their representations through their foreign offices to our 
State Department on matters in which they may have an interest. 
This protoc ‘ol has been stric ‘tly followed in regard to the subject legi 
lation. This is the only media through which one independent state 
can make its views known to another, No person or group can speak 
for such state except in this manner. In my judgment any attempt 
by any person or group to state the position of a foreign independent 
state with regard to any matter, other than through diplomatic chan- 
nels, is clearly improper. 

Throughout the half century when the Philippines was a possession 
of the United States, there were frequent declarations by our policy 
makers that the Philippines would be created a free and independent 
nation at such time as its people were able to govern themselves. 

Vorld War II inte rrupted the preparation for independence by the 
Philippines. History records the grim events that occurred in what 
was then the Commonwealth between December 7, 1941, and the time 
of liberation in 1945. 

The United States has invested 50 years of constructive effort in 
the Philippines in an endeavor to prepare the people for democratic 
self-government. It has spent blood and treasure in expelling the 
enemy who occupied the islands during the war. The liberated but 
war-torn country was granted its independence on July 4, 1946. 


IMPORTANCE TO THE PHILIPPINES 


Philippine progress and prosperity will largely be determined by 
the means of transportation available to bring together the more than 
7,000 seattered islands which comprise the are h ipelago. 

A look at the map of the Philippines will show that the only means 
of cheap transportation between islands would be by interisland 
shij pping. As a matter of fact, there prob: y is no other country 
of its size requiring a more adequate water transportation system tl 


the | hilippine Ss 





World War II proved disastrous to interisland shipping. All local 

‘ ; ; : ; : : 
shipping hrms closed aown elther because their snips were com- 
mandeered bv the United States Armed Forces in the Far East or 

: } 
because they were SUDK by enem action. 

During the Japanese occupation, ame risla nd com mun ication and 
trade had to be conducted on the slow-moving ‘‘batel” or sailboat 
with outrie¢ers. The blow a rains inte risland shipping’ was felt 
throughout the country. Ties between the slands were disrupted 
and progress was eT atly retarded 

Be Ive the o blem 
liberation and iuleperidd ene did not solve i¢ pressing Peter 


presented at the time by the shortage OL moaern u terisland ships. 
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In fact or some time, cargoes were tral sported from one plac to 
anotthye essels loaned by tl United States agencies here 

Wit! he cessation of hostilities, what was the plight of the inter- 
islar ( ler-operatl f 

Un ly the factory or apartment-house owner who had _ their 
respective sites to pledge as collateral for loans to make a fresh start, 


the ow ner-Interisiand ope rator s assets wert all at the bottom of the 


sea 

Th bill limits th le to eight small coastal ships the ones 
presentiy ops rating in the interisland services under interim charters 
as provided by an emergeney provision of the Philippine Rehabilita- 
tion Act. Six of these eight ships are classified as C1-MAV-—1—ealled 
Maver Thev are approximately 5.090 tons deadweight, carrving 
around 4,000 tons of general cargo Their speed is 10% to 11 knots. 
The other two vessels are N—3’s of 2,759 tons deadweight which carry 
about 2,000 tons of general eargzo at about 10 knots Both of these 
types were built during the war for United States coastal services to 
replace the larger and faster intercoastal and coastal ships needed for 


war purposes 

Che floor price, Mr. Chairman, on these ships, on the CI-MAV-1’s, 
is $693,862 The floor price on the N-—3’s 1s $468,817 

I make mention of this by reason ot the fact that, by Aa comparison 
of costs of vessels affected by this bill with costs of other war-built 
vessels, we find the price per deadweight ton for these vessels, in the 
case of the N—3, $161, and in the case of the CI-MAV-1, $136, which 
is greatly in excess of any other vessel constructed in the United Sttaes 
during the war 

Kor example the pric per deadweicht ton of the famous Liberty 
shi », with whic h we are all familiar is $50.41, while the price per dead- 
weight ton for the Victory ship is $93. I have here an exhibit which 
clearly shows this, which I would like to make a part of the record at 
this time 

Mr. ALLEN of California. The exhibit will be received in the record 
if there is no objection. 

(The exhibit, “Comparison of costs of vessels affected by this bill 
with costs of other representative war-built vessels,” is as follows:) 


[.XHIBIT 
Cor ' on. of cost of vessels” iffected by this bill th costs of other representative 
par-built vesse 
War cost * : gs 
Ragioul Wartim: 48 per- Floor price Price per 
aa cil mneias building ei iAtne cent of | according dead- 
I v ee oui 5 aes to Ship weight 
oo ~ Pew | Sales Act ton 
C1-B (turbin« $1, 940, 000 | $2, 608, 168 134. 4 $912, 859 $100. 31 
C2-S-B1 (turbine : 2, 100, 000 2, 736, 624 130.1 957, 818 104. 11 
C3-S-A2 (turbine 2, 460, 000 3, 659, 228 148.8 1, 280, 730 104.12 
EC2-S-C1 (reciprocating Liberty 1, 278, 000 1, 728, 590 135. 3 544, 506 50. 41 
VC2-S-AP3 (turbine Victory 2, 130, 000 2, 872, 659 134.9 1, 005, 431 93. 00 
VC2-S-A P2 (turbine 1, 958, 000 2, 511, 877 128.3 879, 157 81.00 
VESSELS AFFECTI BY THIS BILI 
C1-M-AV1 (diesel) _- 1, 280, 000 1, 982, 464 154.9 693, 862 136. 00 
N3-S-A1 (reciprocating) -. 760, 000 1, 399, 477 176. 2 468, 817 161. 50 


Source: U. S. Maritime Administration, Department of Commerce, 
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Mr. O’DonNELL. Thank you. 
The 8 vessels affected by this bill won ld dd only about one-tenth 


of 1 percent of additional tonnage to the laid uD fleet of the Maritime 


Administration. To the Philippine: , however, they represent over 
half of the tonnage in m jor vessels of the w hole interisland system. 
In addition, the vessels are important to the Philippines because, 
although by American standards they are small, slow, and inefficient, 


by comparison to the rest of the int ore und ships, they are among 
the largest vessels in the fleet. Unlike the other very small vessels in 
the interisland system, they are able to h: handle all kinds of bulky and 


heavy cargo, carry passengers, and fulfill regular schedules 
LIBERATION—INDEPENDENCE AND THE INTERISLAND OPERATORS 


The owners of these vessels filed claims under the Philippine 
Rehabilitation Act of 1946. In addition, these owner-claimants 
sought to ts ake advantage of section 103 of title 1 of that act which 
authorized the Commission at its option to make payment in kind, 
the Congress : hay ing in mind the full utilization of surplus property. 
The mechanics of the Rehabilitation Act were not flexible enough to 
permit this. Had the Philippine War Damage Commission be en able 
to transfer surplus ships to the interisland operators covered in this 
resolution, we would have no problem here today. 

As a matter of practical interest, what was good of the surplus 
property was practically at the time the Philippine War Damage 
Commission 

Mr. Bonner. | happened to be on the committee that looked over 
the property. You have read some of the hearings and the report? 

Mr. O’DonNELL. Yes; I have. 

Mr. Bonner. Of the vast amount of money that was made by 
surplus property dealers, and it is interesting to note if it had been in 
your jurisdiction that that wouldn’t be true today. 

Mr. O’Donne vt. I believe that is true. We didn’t have jurisdic- 
tion over the surplus property. 

Mr. Bonner. You were very liberal in the jurisdiction you did 
have. It is unfortunate you didn’t have jurisdiction there. 

Mr. O’DonneE LL. I agree with that statement 100 percent. 

These interisland operators all owned their own vessels before the 
war. They took every conceivable step in order to qui alify as pur- 
chasers under the Merchants Ship Sales Act of 1946. This Jaw was 
passed on March 8, 1946, and under this law sales to foreign nationals 
terminated on March 1, 1948. These dates are very important in the 
light of the fact that the War Damage Commission did not commence 
payment-—this is important—on its larger claims until February of 
1949. 

Moneys received by the ship operators from the War Damage 
Commission amounted to “too little too late.” 

As an example, the Compania Maritima, which operates 6 of the 
chartered vessels, received in war damage payments a total of $760,000 
against its claim of $2,735,000 for its 12 ships lost, based on prewar 
values. Thus it is seen in this case that the Philippine ship operator 
received compensation to the extent of only 27 percent of its claim 
and still less of the amount required for replacement. 

The owner-operators of the interisland services were not financially 
able to meet the required 25 percent down payment on the ships sold 
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under the Ship Sales Act and consequently were denied the act’s 
privileges. This bill aims to rectify that omission. 

One thousand one hundred and thirteen ships were sold to foreign 
operators, some of whom were citizens of former enemies of the 








CHA I HROUGH NE¢ SSITY 


Finally, through the force of all of these circumstances and not by 
choice, the PI ilippin hip operators chartered eight coastal vessels 


under the authority of section 306 (a) of the Philippine Rehabilitation 


\ hich authorized the Maritime Administration to enter into such 
] l 4 7 ‘} j > ] ’ , is 
interisiand charter agree its. The economy demanded immediate 
resto n of the inter nd rvices in the public interest. These 
charter agreement provided a& rat ot 10 pel nt of the statutory 
sales price of eac! 
CONGRESSIONAL INTENT 
section 105 ( the Phil ppine Rehabilitation Act directed the 
1" 1 . ° 
War Damage Co1 S101 » the fullest extent practicable, to require 
that the lost or damaged property be rebuilt, replaced, or repaired 


be for payments Wel actui lly made Thi clearh shows the inten- 


tion of Congress “to rehabilitate the Philippines.” Applying the 
foregoing to the ship charterers under this bill, it is evidence that 
they have returned to the United States Government in the form of 
charter hire approximately twice the amount of their war damage 
| ment vithout a hoy rebuilding or replacing their lost assets 
5 intended br the act 

AR-POSTWAR TONNAGI 


Before the war in 1941, there was in service in interisland shipping 


12.610 gross tons of ships over 1,000 gross tons. Today the total 
cross tonnage of ves sels over 1,000 tons in interisland service is 45.678 
eross tons; approximately the same. This latter figure includes the 
tonnage of the 8 chart d vessels, or approximately 51 percent of 
resent tonnage 
ogether with the owner-operated ships, the chartered vessels 
provide the Philippines today with vessels for interisland service, 
ha . total ss tonnage of 49,029, which is approximately 12 
percent over that of the prewar period. However, considering the 
it the population of the Philippines has increased 25 percent, 
fro 6 llio 10 ) million in 1953, the present shipping 
r¢ tie for fi ad tel meetin the demands of Philippine 
( ( ( I 1 SO hern economic development 
prowl which is attractnu housands to the second largest island 
In the souti lindan: he loss of these chartered vessels would 
cripple interisland shipping facilities and would severely dislocate 
PI ) econom\ 
} } ro ] I HI ING I ] I 
The proposed bill is in nowise adverse to the interests of the 
American shipping concerns, either in the sense of creating additional 
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competition or of taking any ships that would otherwise be of 


American companies. \s a matter of fact, these vessels augment 
American transoceanic — by actin as feeder vessels The 
benefit S which it extends the ‘Philippi es ship operators are not 
gaine d at the expense of American shipowners It is thus consistent 


with United States Government policy aimed at maintaining a strong 
American merchant marine. 


EFFECT ON UNITED STATES TAXPAYI 
The proposed bill will not result in any expense to the United States 
ee The charters of these vessels expire June 30, 1954 if 
these operators are denied the opport initv of buy ine these vessels, it 
is estimated that it will cost the Maritime Administration $350,000 
to return them to the mothball fleet. On the other hand, passage of 
this bill would not only mean saving this sum to the taxpayer, but 
also would mean an addition to the United States Treasury of over 
$5 million. In addition, from a United States defense st: andpoint, il 
is better to have these vessels ready and going in the event of an 
emergency. 

At this point I would like to observe that these interisland operations 
fall under the supervision of the Public Utility Commission of the 
Republic of the Philippines so that the public interest is protected 
through the regulation of rates, profits, et cetera. No monopolistic 
practices are allowed. The Public Service Commission, created during 
American administration of the islands, has been in existence for the 


past £0 years 


I 

Let’s review the record of these Philippine ship operators: 

They lost their assets through enemy action; sought payment in 
kind from the War Damage Commission to no avail; endeavored to 
pledge their wal damage claims as collateral LO purchase hew vesse ls 


without success: through no fault of their own, their initial war 


aamage payments were made subsequent to the repeal of the Ship 
Sales ee of necessity they chartered these ei rht coastal vessels since 
the public interest demanded the restoration of the service. 

The Philippine citizens, charterers of the eight vessels, are fully 
cognizant of the reasons opposing their endeavor to purchase last year 
and now seek authority by the resolution before you to pu rchase the 
vessels without any special considerations of their unusual position. 

In recommending the approval of the joint resolution of April 28, 
1951, the Senate Committee on Interstate and Foreign Commerce, 
in extending the charters for another year, said: 

I authori was an expedient to provide terim relief to the Philippine 


Again. as far back as April 1951, the subcommittee of the Committee 
on Foreign Affairs of the House of Representatives on April 21, 1951, 
Reprint No. 343, in considering an extension of the current charters, 
recommended: 

rhe subcommittee recommends that careful consideration be given to the advis 
abilitv of selling the vessels now under charter to owners who would continue 
them in Philippine ir island service 

The Philippine interisland shipping system is indeed a vital segment 
of the national economic structure. ~ Moreover, the report of Senate 
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< } S r 1 1 prod he Dp. lumber 
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' ‘ } ) (‘o es hich provides 
I rh ¢ S 7 t orel ( } { 
i pert t ¢ cha ‘ Lo recomme} tion 
yy the I fission sent to the is in 1950 
i! | a | eX tio { onsid DI r d. bu Vvertnel S, 
l Lhese ¢ nNtions 
> | art ( | 1 i yes iS ¢ Ipp r 
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From the military standpoint, the Philippines, being an archipelago 

etching over an expanse of 1,000 miles from north to south, requires 
an efficient system of interisland communication to link the chain of 
islands into one operating and coordinated unit. The Philippine 
interisland shipping system is therefore an essential factor in the 
mutual security of the Philippines and the United States, as envisaged 
in the Mutual Security Treaty signed in December 1951, right here in 
Washington. 

Incidentally, under the terms of that treaty, in the event there was 
any emergency in that part of the world, these ships would be part and 
parcel of the United States Fleet. 

Obviously, the objective of Senate Joint Resolution 72 is in harmony 
with the global policy of the United States of helping friendly nations 
improve their economic conditions so that they can better resist the 
threats of communism. 

The proposed bill, accordingly, will rehabilitate the Philippine 
economy in a most strategic sector. It will make possible the main- 
tenance of the minimum interisland shipping requirements of the 
Philippines without which the economy cannot continue to develop. 
By the same token, failure to pass the bill and loss of the vessels now 
under charter would be a disastrous blow to the Philippines and set 
the nation far back in its efforts to build a prosperous self-sustaining 
economy. 

CONCLUSION 


This is a bill in equity. This bill is justified both in terms of equity 
and in terms of the intent of Congress to rehabilitate Philippines 
interisland services as expressed in the Philippine Rehabilitation Act 
of 1946. 

It will not adversely affect any United States shipping interests. 

It will not cause any expense to the United States taxpayer. 

The bill will benefit the Philippine economy, thus it is in line with 
the United States foreign policy as it pertains to the Philippines. 

Equity and justice will be served by the passage of this bill. 

That concludes my statement, gentlemen, and in this connection 
I have several provisions of the bill which I would like to take up very 
briefly. 

First of all, the bill is very brief. I will just go over it very slowly. 

This is Senate Joint Resolution 72: 
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Ch n wd { p ! f sec | | 1 » Sa 
\ M4 > a | 991 79 ( : , ' < 
ot | MeCcr ar r Gy } re i ( 17% te 
etl { Philippi 
1 ) 
| Tie it} bh pro Io} | } li Zod nie 
; * 
dir ad to se eit 3 we want clea ne ( int this is 
h l¢ | yT ( } ( mm that th tive ’ re t ? 
] } 
i h hi S inetudes h ) ) il 1 ¢ il { fe] 
th » the Philipp Republic of the 
Pp} nin 
' , 
5 jl Clal | Ont 
j 
\ own to 1 e 10 on } 2 
! of prefe 4 ( 
( first pret shall be ( eI 
( \ 1 r the er s of the Lid oO Apr ) O4f | 
i ( i ippicath to pul i 3 ? 1 ‘ i t ret 
( 1 pref e sha be ive to app ts ) a ( interisland 
interests ot t allied war eff« I ip} 1 ( the 
purchas¢ if said vessels are received by the Secretar of Con erce vithin 90 
days after the date of enactment of this act 


At this time we offer the following amendment in lieu of the ‘“‘within 
90 days.’’ We would like in lieu thereof to insert the term of 1 vear, 
und the reason for this amendment at this time is that we must have 
more time in which to consider this matter, because this entire pur- 
chase approximates $5 million, $1% million down, which is a consider- 
able amount 

We are just now seeing an upward trend, and we must handle our 
finances very cautiously. This is brought clearly before us here 
by our extreme strict control of foreign purchases through the Central 
Bank, which as you know is a control agreed upon by the P hilippine S 
as a requirement for United States aid. The bank exercises this 
control. As you gentlemen probably know, the Bell Mission went 
to the Philippines in 1950, and one of the things that the Bell Mission 
set up and which the Philippine Government enacted into law, based 
on their recommendation, were these exchange controls because the 
balance of the economy was so unfavorable, and this 17-percent tax, 
in order to get this million and one-half dollars, for example, on the 
downpayment for the ships—application would have to be made 
the Central Bank. 

There is another provision of the bill which I would like to just 
briefly discuss, and that is, starting with line 21 on page 2: 

Except with the prior approval of the Secretary of Commerce, any vessel 
sold under this joint resolution shall, for a period of 10 years from the date of 
sale of the vess 2 ye operated only in the interisland commerce of the Philippines. 

Insofar as this amendment is concerned on behalf of the owner- 
operators, I want to state that we have accepted this amendment, 
but would like to write into this record that a hardship presently 
exists by this restriction. We respectfully ask to insert into the 
record that these ships replace warlost privately owned ships taken 
by the United States military authorities, that the Philippine Govern- 
ment has restrictions against trading in ships or merchandise with 
Communist countries similar to the United States restrictions, that 
the controls and restrictions of both the United States and Philippine 
countries complement each other, that in 1951 both countries signed 
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a mutual military aid agreement, that since these vessels are now 8 
or 9 vears old, another 10 vears wv il] place them beyond the 17 vears 
obsolescence period, that in a trade so highly competitive and so 


economically important, there must be the maximum of flexibility 
allowed for providing trades with improved ships and services, and 
that Japan is threatening to build cheaper and faster vessels for this 
trade which is an indirect way by which a credit purchase plan could 
be a direct beneficiary. 

Acain ( sho ild also consiae!l vith t¢ nade rhess the i] pinos’ feeln YS 


panese Thos » PY! tal; ur sores are not easily forgotten. 


hard thing for Filipinos to 


toward the Ja 


In ship operations it is going to be a vi 


I 
recep situation whereby this former devastating enemy will have 
th pris ilege of handling their rice and exchange items of commerce 
with neighboring countries 1 the China Sea area while they are 
preclu led This trad iot handled by United States deepwater 
: 
vessels 

I think it is no secret at all that we in the shipping fraternity are 
Sel ous! concerned over the tremendous gains that the Japanese have 
recently made and the unfair competition that they are presently 
putting up against our own American merchant marine. It is not 
intended th \ should go outside of the island waters as a regular 
thing, but in such cases as a food shortage, unforeseen economic situa- 
tions, et cetera, they should not be restricted. 

Some have mentioned that t! e shi should be restricted so that 
they would not offer competition with American ships. There is no 
chance of this at all for many reasons, th rincipal one being that 
thes i small coast Vesseis an 0 ild hot POssiD1\ be operal d in 
deepwater trades which the United States vessels handle, but, on the 


contrary, they are very important feeders to American ships because 
of their onearriage arrangement for distribution of American voods 
within the islands, and conversely, picking up island commodities for 
deliver to American ships for ocean carriags 
helieve that concludes our presentatior 


I 
Mr. Atien of California. Mr. Marias, I note you have a rather 





ymplete statement Do you wish to tf 
Mr. Mani Mr. Allen, I would like to file it and eall your attention 
to StL one thine th: vb In the econd and third shee ts are four sheets 


with a lot of data compiled vhich answers a great many of the ques- 
tions, and if I may, if it is in order, Mr. Chairman, Mr. Bonner asked 
some qi stions of the previous W itnesses 

] 


Mr. Bonner. I want to ask the witness who is testifying now a 


I 


ew questions when it is my turn 
Mr. AtLen of California. May we first get the record straight. 
The statement submitted by Mr. Marias may be included in the 
record at this pomt if there is no objection. 

Mr. Marras. Tha 


The statement of Joseph Marias follows: 


nk vou, 


STATEMENT OF JOSEI RIA . ATE Joint R 


ESOLUTION 
8 ssels ¢ a 6 C1-M-—AV1 (MAVEES) and 2 N3-S-Al 


rhe general description of t (C1—M-—AYV1 is: Small coastal vessel, deadweight 


5.100. gro 3,800, 1 t Livy t Lit 22S OOO ¢ 


ic feet, shaft horsepower 1,700, 
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And the N3-S-—A1 desecripti n is: SMa Coasta deadweight 29,00 
t 1,020, bale 121,000 cubic feet, OFrse} 1,300, spe 


10 knots, steam reciprocating engines amid 


Imp fant dat 
The ships were built 1944-45 
War ended 1945 


Ship Sales Act Mar. 8, 1946 




















Philippines Rehabilitation Act Apr. 30, 1946 
Philippines Independence J 1, 1946 
Charters made available August 1947 
Ship sales closed to foreign nationals Mar. 1, 1948 
Philippines war damage claims payments commenced February 1949 
Vesse hartere 
4 , 1947 
Co unia Maritima 2 in 1949 
| 1951 
. 5 1947 
Philippines Steam Navigation Co q 0419 
| { 
De la Rama Steamship (¢ 1 in 1947 
Manila Steamship Co 1 in 1947 
De la Rama Co. redelivered its ship to the Marit e Cor ion in 1948 and 
Manila Steamship Co. redelivered its ship in 1951 
One hundred and seventyv-eight Mavees were built, 91 sold to foreigners includ- 
ing former enemies ix were sold to Americans, 10 chartered to Americans and 
6 chartered in the Philippines, 49 are in layuy 
Thirtv-four N3—-S—AI1 were built ere d foreign and 2 are chartered the 
PI ' y 
} ‘ 
The price structure as accepted bv Congress is as follows 
i 
I at I ) i { 
4 T t 0) ‘ 
C1-M-AV $1. 280. OOK $1. 982. 464 $64 $693, 862 
N 60. OO 14 % {648.8 
For comparison: Liberty 1, 278, 000 1, 728, 599 639, OO 544, 506 
TE Che floor price of the N Were ed 3,862 and $88,817 respectivel 
whereas the Liberty price was rt was | iu ( nal direction no floor 
price could be lower than 35 percer f dou ic t except the Liberty | ‘ t 
Example, comparison of war-built ships sold by the Maritime Co ission 
Actu t 
Dead : Price r 
[ype weight | Knot mest : a I r price leadweight 
\ re 
ton ri aie n I 
C1-B-TUR 1,100 14 $1. 940. 000 $2. 608, 168 112, 859 $100. 00 
C2-S-B1-TUR 9, 200 15 2. 100, OOF 2 ‘6, 624 O57 R18 104. 00 
C3-S-A2 12, 300 16% », 460, 000 5 29% 1, 280, 730 104. 00 
Liberty 10, 800 11 1, 278. 000 % 0 44 "0 » 40 
Ve S-A P 10, 800 l 2 0. 00 % é | rn OO 
VC2-S-AP2 0. 800 15} 1, G58, 00 9 x77 S7U 7 s 4/ 
C1-M-AVI1 5, 100 10% 1, 280, OOF 1, O82. 464 693, 862 136. 0 
N3 Al 2. 900 10 Tt (i », 47 16S, 817 161. 50 


All compilations and other data are from official recor 


My name is Joseph Marias. I am president of the Associated Commercial 
Co., Inc., at 461 Market Street, San Francisco, Calif I am here because I am 
and have been for many years the United States representative of Compania 
Maritima, one of the interisland shipping companies that lost so many of its 
ships by enemy action in World War II. The Associated Commercial Co., Inc 
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rp the j { 
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t he t ‘ wwhas Phi ie 
5 ) j f it I wa I 
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It was for and behalf ® peo] is an association that I applied 
f I ro the M t e | , It was for Compania Maritima 
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t rie 1e 97 i ] I eq il rT red Dy the War 
Ds i 
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Ve I i ! ‘ ’ ( 
, , s ‘1 
| i was made | ( W.S Sout 
t Paci rea for t Marit Commi 1 “Charter Police 
r Rehabilit yn A ong ot! stated 
} Suit ol experi the P ppl I ar need at rehabi 
tat of Philippines interisland I t I rpost 
at gy the islands t tal I nfreeta it re i@ adequa ( services 
to A n vesst ranspa ace 
I r, it is v OF n that the large lo fered during the vw yy 
prew , Ippine steamship eI would } iud tine O D oO ell 
imme te } I ase OT Vy ( 
Our perience (mean I ime nmissio! peratio before charters 
perat of Is Philipp interisland commer ha 
ind at freight revenues art iff ! ( the maller ve ls to cover 
per - t 
\ 1c malta rela etotl natter is the fa hat ali of the Philippines 
‘ I ‘ 1 Cl i | j pmet tur! tl Wal 
A rey at 5 suffiel s Los a ata reparatio 
to ! i nat en h |] wn) actua und will be lon 
dit t 
a Ww. W.S8 hairman, United 
Sta Nar ( ‘ ( 6, and ib he sam 
‘ “YT S 
H late | pr Pre i ( is ! L lue to the 
’ : i! ! ( mos f the Filipine 
| ( I eich R hoped that t 
. Cor i : s 4 harter figure to 
I ! i rc ie a er the bareboa 
ate! ( Xl ul ympa s 
We | 4 I nda ns | i » ablish the basis for this 
le ; , 
\\ helieve that we ould emphasize here that the war devastation is the 


this special | latior We are here because this devastation was so 


abilitate our destroved fleets. We 
' is related to the 





such, Nothing here 





SELL CERTAIN VESSELS TO CITIZENS OF THE PHILIPPINES 



































Ship Sales Act to the exter 1 mere to ps. W ea 
Cy At eye ep hae hye the Philippines R \ 19 
inter it it the United States rover! 1ent s ud a 1S able te 
allo to replace the war lost ships 
rhe references given here to the Ship Sales ( bus int pay 
ti nited Stat tl ll statutor ales pri ita red tllowances 
f nd nm previous oO S rught I ul hire paid l 
nis L renied, igh we bell e should ha I | ms at n B € 
rey We SSK HO edi favors OF & l ] Wi Va pul a 1d tl 
s as laid dow in tl Ship Sales Act 1946 
| Will not mind if, on « S i lua f Y me 
I ( Ol { an I i st } <b} ‘ t fir eT 4 —() 
| s that t reat recalls my personal ¢ i { \ i Want 
{ ( vi sponsible for such state s 
In 1946 I came here at the request of the P » ‘ q t 
ssist the then Philippines Resident ( n Carlos Ro oO ‘ isor 
capacity especially in shipping matters, while the Philippin ehabilitatior 
as g 
The 1 \ n the Maritime ¢ I l fie t ap] \ for 
chart I handle e details for 1 of ( npanl M na 
othe pplicants we Philippine Steam Nay Cr la Rama SS 
Co M ‘ ean p ( These were the ipplic t 
iven hi equested By referri ‘ 1 Wi e tl el 
ment I itl iar $ 
I ld i hl ( t th ( j 4 ta 
tion Act (P ic Law 370, 79th Ce ec. 3 be 1 ( er sucl 
ern ( i tne MI 1] (¢ I ( ] ] ml 
tes of cl hit 
Chi I it ( [ vent ould « ] t \ ast 1 the ter 
ire wiil e Maritime Com: ) ir | that the ity 
niet t &%y lat e the General A Of led that the 
M me ( n on earn ¢ I ( ( ) L bye 
! ‘ ( ientl e M ( ( ) re 
( r the t y sales price as the | rte ( te for thi 
I by ( Is 1 by the charters « l he A 1 trace ( 
W ‘ per t of st ory il price r Vis sing 5 ¢ 
cent as a yearly d eciation 1 ( t interest 1 1 ‘ the 
Phi pines Case l pe nit pre ( ( 
Vir ti ves | ! elivered to § Lime ( nat of the 
( rter ment 
We ou ‘ lain wl tl Philippi I er 
f vessels duri t} eriod whe he « tions of ip were availal 
em We pectf ie ) oO \ ( it te t« how 
in a more or less chronological ma he situation at 
| the } rence to the Re ilita \ iO 4 the 
Philippi War ] e Com t make v r part 
pa f of al Lhnoriaze ( um 1 he I ce or simila c 
pectior Li] ne 1 all Le Lr ) ts i 1 ( the Govern t to 
I e deli na mnve nes eslgna ( im Tine W Dat p¢ 
Commission, of ar irplus pre vy of the United in the Philippines * * 
‘4 fair value, ete.’’ ‘The (War Damage) Comn ior ull pay ( fair 
value to the disposal agency > 
I" thi ‘ llla t i Lot 
258 of tl! Shipp np ) 
[he | were in tl Philiy ( { 
whe we tried to procure 1 lacement t por ( i 
ohbst < 
The weakness¢ f the unt s { 35 f "7 
hilitatior A { \f itime ¢ i ( ct ( 
legal obsta ch I shall not ¥ 
2) The ip operators who Tere ( 1 in eral 
ferent v . , ; 
the milita for tt ; ¢ i } \ 
ject to < ill) s not er miuiitar oO! \ i 
conditions wt in the “‘fair compe i cate i 
(3) Ships classified as other damag ropert in Philippi cal ler 


the Philippines War Damage category 








28 SELL CERTAIN VESSELS TO CITIZENS OF THE PHILIPPINES 











} ( ! "s e ha cl irTters 
You em f reco { rible sit nand 
= j the Philippines 
R Ot I 
( f cla | \ I ( ssion dit it begi 
J | et shows the important 
| i iwel] ) 5 ( i me l Ir. oh 
Q } ! Phil War | nage ¢ nmMissior H 
, ’ { tions Sufi l 
t t or | ( t l mie 
| 7 r to hely vou ‘ ‘ r ! 1 
WwW LY ( 39 eco 
oO! I W ml re 
a ittempte I 1 t ti f 
€ I 00 R wbu ) { 
tl } ] rd | mre rt } 
Ce rt rel | ve built onl ull 
‘ un easilv see that a s site upon whi to start to build, nor could 
. f 1 r slif 7 ! fact a rt developed 
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f Marit ( Ter f cash, the claims for 
{ t shiy pported ull t ( lence then at hand, which in some cases 
1 i t officer s| he it Was com- 
Sl Aas ( mnpat » the plea, claimed 
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Was t | War Dama ( nission becau that 
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i t t ! in apple-pi ler that e might have 
i : 7 ¢ baat QO ain the } 11 machinery was lacking 
I ( pa ts ! I repeat were totally 
( } Cc 1 { 
Srl} 1 ‘ 5 t ho ant money 
t ( I I I 1 I na appeal to a ily 
a ships \ ] 1 ips recall. [} é uci lorts 











S eC 1¢ i at ! < abl request but | e ere opposet and 
misunderstood, ave v ra und completely dismissed any hope of receiv- 
] i ‘ O () 1 no tha approy | to Senate 
] t RR 72 . } 
As Oo ( r the | or \ 1 l wimous!} bv the Ser ate, you W I] note 
t ) of wl uccept Or f 1 amendments provides 
ths e Se ta Cor ( ll have authorit to el ge some of the 
I t ynditions of e Ship Sal At the Senate | ing it was expl 
tl at the time a sa Ss co od the Secretary of Commerce can in his 
discretion inerea t terest rate on the unpaid balances. The statutory 
l re rate 1 ‘ n Sa \ i me ( t De! i I ; 
We respectfully submit for the record that though we accept the amendment 
it is well to recount tha e should not be penalized by an increased interest rate 





been accepted as purchasers when we first 
ith all other buyers, including buyers who 


ap] V vy 1 
were former enemies And » bec the 10 percent charter hire that we have 
paid over the years includes the i factor of 3’ percent. Consequently it 
would seem only fair to continue it e purchase agreement. 





The other amendment proposed at the Senate hearings and made a part of 


the accepted bill is the limitation operations. It is provided in the bill, as amended, 
that these ships n t operate oniv the interisland waters of the Philippines 





for a period of at st 10 vears from purchase date, subject, however to the 
liscret f the Sx tar f Commerce O I want to state that we 
} ; nted tl iment but would like t« into this record that a 
hardshin pre f by this restrictior 





We respectfully ask to insert into the records that these ships replace war-lost, 
unrestricted, privately owned ships taken by the United States military authori- 
t hilippines Government has restrictions against trading in ships or 
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merchandise with Communist countries similar to United States restri 

that the controls and restrictions of both the United States and Philippines 
( tries compliment each other; that in 1951 both countries signed a mutual 
military aid agreement; that since these vessels are now 8 or 9 years old, anothet 
10 years will place them beycnd the 17 years obsolescence period; that in a trade 


so highly competitive and so economically important there must be the maximum 
of flexibility allowed for providing the trades with improved ships and services; 
and that Japan is threatening to build cheaper and faster vessels for this trade 
which in an indirect way by a credit-purchase plan could be a direct beneficiary 

Parenthetically, we should also consider with tenderness the | ilipit os feeling 
toward the Japanese. Those brutal war sores are not easily forgotten. 

In ship operations it is going to be a very hard thing for Vilipinos to accept 4 
situation whereby this former devastating enemy will have the privilege of 
andling their rice and exchange items of commerce with neighboring countries 
of the China Sea area while they are precluded. This is trade not handled by 
United States deepwater vessels. I think it is no secret at all that we in th 
shipping fraternity are seriously concerned over the tremendous gains that the 
Japanese have recently made and the unfair competition that they are presently 
putting up against our own American merchant marine It is not intended that 
they should 















go outside of the island waters as a regular thing but in such cases 
as a food shortage, unforeseen economic situations, etc., they should not be 
restricted. Some have mentioned that these ships should be restricted so tha 
they would not offer competition with American ships. There is no chances 
this at all for many reasons, the principal one being that these are small coasts 
vessels and could not possibly be operated in the deepwater trades which the 
United States vessels handle. But, on the contrary, they are very important 
feeders to American ships because of their on-carriage arrangements for distribu- 
tion of American goods within the islands, and conversely picking up island com- 
modities for delivery to American ships for ocean carriags 

Another point that was previously discussed but now eliminated, I hope, was 
that if the Department of Commerce is authorized to sell these vessels, that such 
act would open up the Ship Sales Act. On this I would like to quote Mr. Clark 
Deputy Maritime Administrator, who before the Senate subcommittee said 

We do not visualize this as a basic de facto sale based upon the reopening of 
the Ship Sales Act. * * * This is a further promulgation of the rebabilitation 
program ot the Philippines and Ship Sales Act and its provisions for sale are open 
only as a device to accomplish a fundamental purpose which is rehabilitation.’ 
The State Department has also made a statement in a similar vein, I would like 
to offer that in essence this statement suggests reinstating people w! 











’ 





ships and who applied for purchase years ago. As I explained before, ough 
no fault of their own, they were technically disqualified. I repeat that these very 
ships which are today on charter are the very ships that they would have purchased 
had the legal machinery permitted it. I hope that I have made that so cles 





no one will assume that carrying out the intentions of Congress’s rehabili 
act by Senate Joint Resolution 72 will disturb the S 
I would like to say further that as an American I would be the last one to offer 

behalf of these Filipino people a suggestion that any American-made laws be 





abridged 

On page 6 of the hearing before the subcommittee of 
Commerce Committee of the Senate, the Maritime Admii 
down of the ships involved which shows that the eight 
Maritime Administration and its predecessors $2,328,064 
But it also shows that these ships operating in the P! 
charters earned an additional $871,000 for the Maritime 








1 
$3,199,064.59. The total amount of money 
Maritime Commission in addition to the statuory sales p1 

000 plus, or $8,300,000. I do not mean to be fs 

bill asks the United States to take m mney not give it 
that these 8 small ships that are not demanded by others 
the laid-up fleet, and only a total of 10 under Americar } r 
Line and 7 by the Alaska Steamship Co., will net to the United States Goy 


an earning total of 








ment a far better return than any of the other war t vesse Putti 
another way and accepting the extremely high estimate of a p or the 
building of these small vessels which was, in the case of the Mavees, $251 p lead 


weight ton and allowing the customary 5 percent yearly depreciation, the pre 
value could not exceed $150 per deadweight ton. ‘The total earnings on tl 
deadweight tons basis total approximately $83.41. The stautory sales pric 


$136, or a total of $219.41. The world market price is about $125 per t« 
45261 





54——5 
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S 280.00 | i j of 
tT ‘ 1 t | 
lead we ( A \ ) lea | 
ca ] i und 
( j ic i? ( 
£a RB t} sy i j for 
$639,000 and t Viave S64 Ta) byt ‘ +} the floor price of the 
Liberty $544,506 as acainst $693,862 In other words the all-ship floor price 
IS appro> ate $150,000 | er than the urge Libe ! ti illustration we 
want t ww that tl a ra und ur lained t dis} ty eliminates 
of t ( ) 4 1 bargain « ter By any calcula- 
d deduct a in ma tt ( es out that these small 
( 1. 
common knowledge that when the Maritime Commis n asked Congress 
list i t s ce t e { l experts were 
to find anv standard or common unit cost It appears that each building 
ad its ow! av of handlu ch detail Perhaps art e confusion had a 
leal to de th the la of tem In anv ¢ nt,noa irate or even semi- 
au rate f re ere ava { na d i that all of the costs of 
every kind ‘chase or extens f vards, tooling. ret ng, ete., were to be 
used Th thes Cos ere divided as t ty] f ships, and finally subdivided 
to actual s! th the r t that all costs are included but if only a few ships 
were built ir ( at 1 vard, the costs were terrific That is what happened 
to these smal hips NM authority for this statement is the man who compiled 
the figures. He is now retired 
We resnectfullv refer vou to our own of unit costs, ete., which we trust 
are suff cientiv self-explanatory to ir int 
® As a licensed shipbroker, I ha inquiry in the European market to try 
to ascerts i market idea . lL could find no interest in the N3’s. 
Harley & Co., Ltd., Le ine 26 (last month) felt that $625,000 
was about it Ausgar Jensen at June 10 (last month also) felt that 


$700,000 was about right and la 
sale of an American flag Mavee 
As the sources are extremely reliable, 

ice feature but I hasten to say that in a closed or restricted area 
such as the Philippines these prices are out of line 


January this same broker reported a 
000, and later its resale at $625,000. 








» submit that these figures may help you 





visualize the pr 

Our next phase is concerning the past and present opposition. Suffice it 
to say that past opposition concerning our hope to recieve credit on the purchase 
price for charter hire paid was eliminated by our withdrawal of that factor. And 
similarly, the past opposition of the Federation of American Shipowners, and 
ion would not open 








others was withdrawn, they agreeing that this special sit 
up the Ship Sales Act. 

The opposition that developed in the Senate hearing was new, and it was 
completely disregarded by the Senate and the Foreign Affairs Committee of the 
House on the charter extension—Senate Joint Resolution 88. We trust that it 
will be treated in the same manner here, should it arise. 

An organization in the Philippines known as the Filipino Shipowners Association 
has suggested amendments to this bill, Senate Joint Resolution 72 It did not 
object to the ships remaining in the trade tather it approved that phase. 
Neither did it disapprove the feature of the present operators becoming purchasers 
except.that it, the Filipino association, wanted for its members a privilege to 
participate in purchasing the same ships but on a different basis. We respectfully 
submit that this deviation makes their request a separate and distinct deal and 





consequently it should be presented as such. We do not subscribe to the condition 
(1) on page 28 of the Senate hearing of June 3 that this Congress should remove 
authority placed in the Maritime Commission and place it in the hands of a 
Philippine Government agency We doubt in the first place that tne Congress 
of this country could properly and legally impose such conditions upon any agency 


of another country We are also quite confident that this Congress would not 
modify the conditions of the Ship Sales Act to provide for competitive bidding or 
for any other reason. The Filipino Shipowners Association would also amend 
this legislation to add six additional vessels that could be purchased but with 
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more fa rable condi : ich as credit f depr atio et Phe N } 








ce ( ia ( ri pref e clause VW re e p LICAlL 
Ca i i € ’ 1 the i ‘ t t ¥ ‘ 

\\ il e i pro il e sta Sa e sho ] ft 
be ( | We accept e two ame ‘ ( | e Departn t of 
C5 l it es I iry ¢ Cr erce 8s i e TE pa é ton 
unp I i ( aeais the est rate ea 1iscl ed, and 
2) 1 ships wi perate only within Philippines wa r 10 years after 
p ep th prior appro l of the Seer ae erce 

Lhe ct of pi er e seems to Db er the Filip S | \ I Asso i 
The iT les tl I hoic shall b vi pr harters and 
second choice » those operators who lost thei ) wal By operators 
Ww! | elr snips in the wal near the ( pani \ la l il ined 
ships to serve the main i ls by regularly scheduled f1 t, pa rer and 
mail ser vith ships from approximately 350 deadweight tons to 4 or 5,000 dead- 
weight tor Certainly nothing could be re fair and rab] In the fir lac 
all four o1 irterers lost shi and they alone t cup responsi vy of 
rehabili services so vi » their n’s ¢ Would it be fair 
and nest to let these people rebuild their war-disrupted services with the risks 
in\ ! and then allow, by the means suggested, newcomers to replace them? 
If you apply this deduction to the corner hardware store and the like I think the 
full impact of unfairmess will hit home hard 

Here is a short history of the I ilipino Shipowr rs A ciation I do not know 
when it was actually formed but in 1949 a group of 8 m ers, 1, 2 being prewar 
operators, of the orignial Philippine Shipowners Association pulled away and 
petitioned the President of the Philippines to have all the chartered ships with- 
drawn because they claimed that the industry was saturated 

On April 30, 1952, a group of 8 operators, of which 5 were not prewar operators, 
calli themselves the Filipino (not Philippine) Shipowners Association made a 
similar petition—claiming too many ships, ete. Now this same group says in 
testimony that they not only approve ¢ ps rema 1g the island 
servi but the iggest th 6 more le available Chis 
approy of tl ships remaining in the ser\ is a d t reversal from thelr 
prey 1 for \ h we are glad. but if tl Iditional \ ] 
differ ! ( e that the way to have lest sidered 





reha 1 it thev 1o DV enemy action tl I j \ l | | 





tl | ( aided and al la ’ falla 
and an 1 ( ent against the splendid cooperat t : I 4 
gi} 1 am l to the Philippines 
In con : u uN interested in a letter I recei 1 fr Compa 
Mar e which I found in m files It is dated Jul . ' l as anti 
pated that the Philippine War Damage Commission would sos pay 30 perce! 
of an approved cla of $1 »,000. The 30 per payment muld about 
they suggest try to pay to tl \iar ( is dow 
of tl Mavees the had, and s have inder charter l} 
htl ore than the 25 percent d p t 1 WI Oo 
thelr uy l ill refer to the dates vou will s that we 1 sed tl ( date 
by or months, but I suld also add for accurac ha ‘ ipated pa 
ment did not materialize until 9 montl ater 
I trust that this note will help you understand r predica s and int io 
VW respectiull your parao ior pre l ( i i t 
W aida 1% want to presu On Vvour LIUA ‘ pecia i I t 
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i sta ent | reduced j ) accommodate vi limited time. We feel 
1 of suecessfully answering all your questions and accordingly make our- 
After a this story began in the chaos of war in 1941 and a full recitation 

i vol es 
We i u and sincerelv a that you recommend a “do pass” without 
I bering please that we have always wanted ships, not money, 
harter extensions tl at best are, and have 

' 

I f of the Philippine Interisland Shipping Case. 


» shall be pleased to present it. 

m World War II in the 
our war with Japan was resolved, and, 
started there simultaneously with the attack 


For the next 4 years the Philippine people 











al i the Japanes« 
| fir itation of the interisland commerce after the cessa- 
f } ed by the United States military by using 
i n semblance of interisland communication. 
This eff Maritime Commission’s appointment of the 
\ ( American Mail Lines to act as agents for the 
Maritime Commission and reestablish more permanent services. The next step 

1K } T } . be 





States military authorities turned over to the Philippine 
Government a large number of small craft known as FS vessels (freight supply) 


about 375 deadweight tons hese vessels were offered for sale by the Philippine 


{ 





( me to citizens for $75,000 each. The Maritime Commission was not a 
par to t transaction A number of Filipinos and some Chinese-Filipinos 
wl had not been in the shiy ping business before became purchasers of these 

conditions being that only $7,500 down payment was required. Former 
interisland operators who had actually lost their ships in the war also became pur- 


chast These vessels were inagequate substitutes for the fleets of the former 
interisland operators because small ships cannot do the work required in the heavy 
tra \s an illustration, the 8. 8. Corregidor was a 22-knot ship, relatively large, 

rhaps the finest ship in the interisland service This ship as to speed has 
never been replaced But ships of 5,000 deadweight tons were made available 
for charter by a condition of the Philippines Rehabilitation Act of 1946, whereby 
the Maritime Commission was authorized to charter such vessels to citizens of the 
PI ppines at a nominal c! 








arter rate. I personally handled these charter trans- 





vctions and believe I can give you such details as you may ask. 
\t this stage of the situation the Maritime Commission sent two representatives, 
Mr. Kinney and Mr. Bunji, to Manila by air to make a speedy survey of the situa- 


tion and report back as to the number and sizes of snips required for immediate 
restoration of commercial shipping 

If my memory serves me correctly, they reported that 52 ships of sizes from 
100 deadweight tons to 5,000 deadweight tons would be required. Consequently, 
and in effect, the Maritime Administration made this list of vessels available for 
charter to those who would assume the responsibility for the rehabilitation and 
it was more or less accepted that the distribution would be on the basis of ton- 
for-tor In other words, if one company lost 10,000 tons, 10,000 tons would be 
available to them for charter if they could qualify by Maritime Commission 
standards 

The only applicants for these vessels were four members of the Philippine 

Shipowners Association and I personally represented this association as such in 
this work. This was in 1946 and 1947. 
—® It perhaps should be stated here that the ships that these Maritime Commission 
ships replaced were lost as American ships, they having been commandeered by 
the United States military authorities. They all flew the American flag when 
they went down. I respectfully recall for you that the Philippines were our 
possession at the time. 

The four steamship companies which applied for ships for charter were the 
Compania Maritima, the Philippine Steam Navigation Co., the Manila Steamship 
Co., and de La Rama Steamship Co., and each was given the ships it requested. 
On the foresheet of important data a list of these charter dates is given. 

We should, however, state here that the Maritime Commission ruled that it 
did not have the authority to charter these vessels at the nominal rate mentioned 
in the Rehabilitation Act. Therefore, computed on a basis of similar charters to 
American coastwise operators they decided upon the rate of 10 percent of the 
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statutory sales prices as the annual charter rate. This is composed of these 
factors: 5 percent depreciation, 344 percent interest and 144 percent as return 
expense contingency. 

Up to now, these charterers have paid in approximately 60 percent of the 
statutory sales price. Later on I shall explain the figures which were submitted 
by the Maritime Administration in a recent Senate hearing on this bill. 

Of the 6 prewar operators who reentered interisland operations, i. e., the 4 
previously named and Madrigal and Rio & Co., only 2 are charterers today, the 
other 2 are operating other tonnage , 


The two who have withdrawn are Manila Steamship Co. and de la Rama 


t 
Steamship Co. The representative of the Filipino Shipowners Association made 
the bold statement in the Senate hearing that the «wo other cl arterers drove 
them out of business by monopolistic methods. Here are the facts. Manila 


Steamship Co. redelivered its chartered vessel to the Maritime Commission in 
1951 and withdrew from the shipping business when its holding company was 
reorganized for its own reasons but the head of that company is still president of 
the Philippines (not Filipino) Shipowners Association which the gentleman refers 
to as the monopoly. 

The de la Rama Co, instead of chartering or buying from the United States since 
it was in a more favorable position through its New York office than others, 
purchased from Canada three ships which proved unsuited for the interisland 
trades. They sold them to the Williams Line, which also found them unsuited, 
I believe that they are now in Indonesia but whether sold or not I do not know, 
A similar fate developed with their purchase of Hawaiian interland ships which 
proved unsuited in the Hawaiian trade and likewise in the Philippines. This 
company, de la Rama, decided to pull out of the interisland trade and devote 
its efforts to deepwater so negotiated to have its big ships built in Japan. I 
believe two are already in service operating in competition to American ships. 

I respectfully submit that to accuse the charterers of driving these people out 
of business is serious because it is so utterly false. By deduction the withdrawal 
should have benefited the people making the charge. 

The question is frequently asked why these two charterers did not purchase 
when the opportunity was theirs. Briefly they were broke and they remained 
in that unfavorable position until after the expiration of the purchase period, 
These people lost their ships—55 of the 58 in the 1,000-ton-plus class were de- 
stroyed. The Ship Sales Act required—25 percent cash and acceptable collateral. 
All of the bank balances were impounded awaiting a decision as to whether or 
not such balances were ‘‘Mickey Mouse’ money or sound money. Their ship 
assets were at the bottom of the sea and their warehouses, berths, etc., completely 
destroyed. 

To coordinate these claims and try to establish them in lieu of required collateral 
as required when purchasing from the Maritime Commission was quite a job but 
more to the point was that as meritorious as they considered the offer, they ruled 
that they did not possess the legal authority. Briefly stated, the assets were at the 
bottom of the sea. 

There was one more possibility however which we explored and that was the 
bank balances as of the time of the enemy invasion. They were impounded until 
too late 

We trust that this recitation firmly establishes in your minds why we are now 
here and why we have been coming back so often. We, as you well know, have 
been having the charters extended instead. We appreciate these extensions but a 
charter extension is not a true definition of rehabilitation. Ownership of vessels, 
as were the vessels that these ships replace, is rehabilitation. 


Mr. ALLEN of California. Are there questions of Mr. O’Donnell or 
Mr. Marias, Mr. Tollefson? 

Mr. Touuerson. I just have one. Would there be any difference 
in impact upon the American merchant marine if this bill were adopted 
or if the charters were continued? That is not a very clear question, 
I appreciate, but there were some questions asked with relation to 
what effect this bill would have upon the American merchant marine. 
Would it be any different than if ships were continued to be chartered? 

Mr. O’DonneE.L. It wouldn’t be any different because as I see it, 
Mr. Tollefson, there is no competition with American shipping on 
these ships now at the present time, and they have been under charter 
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since 1947. ‘Thev operate on a regular schedule between the islands 
on those routes on which American ships, as I understand it—Mr. 
Marias is more familiar with this than ] am—but as I understand 


it, the freight comes into Manila, and unless a ship has practically 
a shipload, it wouldn’t go into the individual islands. It is dumped 
in Manila, and these ships in turn carry it between the islands. 

Is that a fair statement? 

Mr. Marias. If I may answer the question, I think, as I understand 
it from Mr. Tollefson, if we continue these ships under charter or 
under purchase, there would be no difference. 

Mr. Totterson. That was the question [ had in mind. 

Mr. Martias. There could be no difference, as I see it. 

Mr. To.tuterson. Just one other question. What effect, if any, 
has there been upon the American merchant marine operations by 
this charter program over the past 9 years? 

Mr. Martas. These ships are used—one of the terms is feeder ships. 
We with the small ships gather from the smaller ports, deliver to the 
larger ports for the on-carriage and conversely to distribution within 
the islands. 

Mr. To.tuerson. In a sense they were helpful to the American 
merchant marine 

Mr. Marras. Very much so. 

Mr. Tot.erson. That is all. 

Mr. Auuen of California. Off the record. 

Discussion off the record.) 

Mr. Auten of California. On the record. Mr. Bonner? 

Mr. Bonner. On your statement, page 10, the last paragraph, do 
vou know of any connection the operators of these vessels have with 
any foreign-flag ship operation? 

Mr. O’DonneLL. You mean any connection between the interisland 
operators and any foreign deepwater service? 

Mr. Bonner. Yes 
Mr. O’Donnetu. No; the answer to that is ‘ No.”’ 

Mr. Bonner. So there is no connection. 

Mr. O’DonneELL. No. 

Mr. Bonner. Why is it that Pan American Airways and the 
Philippine Airways are exempt from the taxes in the Philippines that 
are imposed on American ships, vessels? 

Mr. O’DonnetL. Mr. Bonner, if I may, I would like to have Mr. 
Marias answer that. 

Ir. Bonner. You would pass that question? 

Mr. O’Donneti. Mr. Marias can answer that question because he 
is very familiar with it. 

Mr. Bonner. Yes 

Mr. Martas. On the Pan-American Airways they made an appli- 
cation for a franchise to the Commonwealth Government in 1935, 
and in the effort to work out a good air service for the Philippines, the 
Philippines Government, the Commonwealth Government, provided 
that Pan-American would pay 1 cent or 1 percent of all the gross 
receipts for the first 10 years. Afterward it would be 2 percent. There 
is also a provision in that franchise that at any time the prevailing 
Government desires to change or modify it, it may be done. That 
advantage does not go to a competing line, the Northwestern Airlines. 
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Mr. Bonner. They are also exempt from the 17 percent foreign 
exchange tax. 

Mr. Mantas. I don’t know about that exemption. 

Mr. Bonner. So that works quite a hardship on American passenger 
vessels between 

Mr. Marias. I will grant that. 

Mr. Bonner. Hawaii and the Philippines. 

Mr. Marias. Yes. I understand there is now being formed a 
working agreement or arrangement 

Mr. O’Donnewu. Under the treaty. 

Mr. Marias. Under the treaty; ves. 

Mr. Bonner. Then on page 2 of the bill I assume that you desired 
to have this section of the bill amended so as to give unlimited opera- 
tion to these vessels after they come under the Philippine flag. 

Mr. O’Donneuu. Mr. Bonner, the operators of these vessels, so far 
as the 10-year limitation is concerned, would like to point out to this 
committee that these restrictions in their judgment are unfair, but if 
the committee feels that the 10-year restriction should stand, they 
would be willing to abide by them. 

In this connection I would like to point out that Senator Magnuson 
very amply in the Senate side pointed out that a restriction of this 
kind in the last analysis—you have to look at the ship. Here are these 
little ships that are operating in the interisland service, and where you 
might require a restriction of this type on a Liberty ship or United 
States Constitution or a big ship of that type that might get into 
Communist hands or get in the deepwater trade—here are little ships, 
and these people always operated in the interisland trade. The only 
problem with them—I was there in 1950, Mr. Bonner, when there was 
a rice famine, and they had to send ships up to Saigon for rice. There 
were these people with the ships. They could have gone up and gotten 
the rice for their own government, but they were restricted under this 
proviso. Again, these people lost ships that were free and unre- 
stricted. It doesn’t seem fair, since this is a rehabilitation program, 
that we should restrict them. 

Mr. Bonner. I am just asking if you desired this change. I am 
not debating. 

Mr. O’Donne tu. I was just pointing out what I thought the 
merits were. 

Mr. Bonner. The gross tonnage of the larger ships is how much? 

Mr. O’Donnetu. Mr. Marias has those figures there. 

Mr. Martas. I have it on that sheet. 

Mr. Bonner. I say, what is it? The larger ships. 

Mr. Martas. 5,100 deadweight, and the smaller ones are 29. 

Mr. Bonner. I believe you said there was no connection between 
eigher one of these companies and any foreign-fiag ship that would 
give an advantage over a foreign-flag ship to an American berth liner. 

Mr. Marts. I am positive. One of the companies was organized 
in 1890 and the other one a few years later, but they are both very old 
and reliable companies. There is no foreign capital. 

Mr. Bonner. That is all. 

Mr. Auuen of California. Mr. Garmatz? 

Mr. Garmatz. Not at this time. 

Mr. Auuen of California. Mr. Shelley? 
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Mr. Suetiey. Mr. Marias, can you answer all the questions that 
I asked, what is the makeup of these companies? You said one was 
organized in 1890. 

Mr. Maris. I beg your pardon? 

Mr. SHetitey. What is the makeup of these companies? 

Mr. Marras. Yes. ‘The makeup of Compania Maritima is strictly 
Philippines, Philippine citizens. The makeup of the other company 
is American and Philippine citizens. 

Mr. O’Donnetu. May I add that they are both Philippine corpora- 
tions. 

Mr. Martas. Yes. 

Mr. Suettey. May I ask one other question: Do either of these 
companies operate as agents for any other steamship lines in the 
Philippines? 

Mr. Marts. I can’t answer that. I don’t know of any. 

Mr. Bonner. May | interrupt you a minute? 

Mr. SHELLEY. Yes. 

Mr. Bonner. I thought you answered the question to me that there 
was no connection 

Mr. Marias. Were you speaking of the agency connections? 

Mr. Bonner. I thought I was asking if there was an operating 
agreement between either of these companies and any foreign flag—— 

Mr. Marias. I had operation connection different. 

Mr. Bonner. Isn’t it all one and the same if there is an operating 
agreement? 

Mr. Marras. Well, not in my knowledge. 

Mr. Bonner. Go ahead. 

Mr. SHeviey. You don’t know? 

Mr. Marras. No; I don’t know of any agency, because an agency 
is more or less of an ephemeral thing. 

Mr. Surutiey. Not necessarily. They could get these vessels and 
could be operating them in interisland trade. At the same time, they 
could be agents for the Blue Funnel Line or Scandanavian Line coming 
in there, and they could gear their hauling from the outports and haul 
over to Zamboanga and Lingayen and some other places in Manila 
or Cebu to meet the scheduled sailing time of one of the foreign lines 
for whom they are agent, and thereby give a terrific break over an 
American carrier. 

Mr. Maritas. May I fill that question in and answer it? 

Mr. SHetiey. Yes 

Mr. Marras. Thank you. I will ask and determine it. 

Mr. SHeviey. You will find out. 

May I ask Mr. O’Donnell a question. You mentioned 1950 and 


how they were precluded from using these ships to go over to Saigon 


> 


and pick up rice. How did they get the rice? 
Mr. O’Donne.tut. They got the rice through Japanese ships, as I 
understand it. ‘Two Japanese ships were chartered by some agent in 


Manila. I know that at the time there was much talk in the news- 
papers—this was only academic with me at the time—about the rice 
situation. I think there were two Japanese ships. I don’t know of 
anybody else, do you, that was involved in that transportation? 

Mr. Martas. No. 

Mr. O’Donnett. They didn’t have the authority to bring the rice 
down. That was the whole hassle about the thing. There was much- 
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to-do about it because, as I remember it vou know how the Filipinos 
felt ses j the Jap, and the Japs were so close aiter the war, the fact 
that Japanese ships were hau ling this stuff made the nev wspapers out 
moe | remember 1 reading that phs ise of the th ng 1 don’t know all 
the details 

Mr. SHeiuey. That is all I have at this point, Mr. Chairman. 

Mr. Auten of California. Mr. Robeson? 

\ir. Ropeson. No questions 

Mr. Atuten of California. Mr. Keogh? 

\Ir. Krocu. No questions. 

Mr. ALLEN of C alifornia Mr. O’Donnell, do vou know what the 
situation would be if this bill does not pass with regard to the possi- 
bilitv of obtaining other ships elsewhere 

Mr Q’ DONNELI Only irom what | he ard by beime present at the 
hearing here the other day on the Brazilian bill where there was 
mention made of the fact that there were some Mavees avs ilable 
I don’t know whether my clients have looked at these ships or not or 
whether they would contemplate pure hasing them, but insofar as the 
Philippine economy is concerned, these ships constitute about 50 
perce it of the interisland tonnace and it would be a terrible eatas- 
trophe il these ships were to be let go 3 the same token. | think 
we are 1n kind of an ironical position If we were not to clve these 
people aid with respect to these ships and were to tie them up mM 
asaane , and with the Hukbalahap, which is the Communist problem 
they have in the Philippies, that is not absolutely serious, but never- 
thel less, it is the re, the propaganda they would make of the fact that 
the United States would rather tie these ships up, after charteri 
them all these years than sell them to these people I think they 
would make great capital of it; 1 think it is something we should 
consider 

Mr. Auuen of California. Do you, either you or Mr. Marias, know 
what percentage of the cargo that is c: arried | »V these ships bound for 
the United States is transshipped to United States vessels” 

Mr. O’DonneEtt. I wouldn’t be able to answer that. Maybe Mr. 

larias can. 

Mr. MARIAS. Your question is what percent of our interisland cargo 
is transshipped to United States? 

Mr. ALLEN of California. On United States flag vessels 

Mr. Martias. No, but if I may leave the question open, I would 
like to fill it in. 

Mr ALLEN of Califo nia One other question Do vou know what 
the price of a similar ‘ship now is in the open market, either new 
construction or 

Mr. O’DonneELL. Here again I will turn to Mr. Marias who has 
been active in this field. He is a ship’s broker of great repute on the 
west coast 

Mr. Marras. I am not running for anything 

Mr. SHELLEY. We will agree with that 

Mr. Martas. They are around 500,000 to 525,000 on the open 
market 

Mr. ALLEN of California. Are there further questions of Mr. Marias 
r Mr. O’ Donnell? 

If not, thank you very much, gentlemen. 
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LhHInK 1 1S ODVv10oUS That e will have to carry these hearings over 


another day, so may I make this statement with regard to the 
hearings: We have a hearing scheduled for Thursday morning, 
ere may be difficulty in having the witness come here. If there 
ybjection, then, I will continue this hearing until Thursday 
k with the very good possibility that on Thursday 
ng, if the other hearings continue as they may, we will make a 
continuance of this hearing until Tuesday next at 10:30. 
should know by tomorrow whether or not this hearing can be 


ee will recess on this hearing until Thursday morning 


2 p. m., the hearing was recessed to 10 a. m., 


TO AUTHORIZE THE SECRETARY OF COMMERCE TO SELL 
CERTAIN VESSELS TO CITIZENS OF THE REPUBLIC OF 
THE PHILIPPINES; TO PROVIDE FOR THE REHABILI- 
TATION OF THE INTERISLAND COMMERCE OF THE 
PHILIPPINES, AND FOR OTHER PURPOSES 


THURSDAY, APRIL 1, 1954 


House or REPRESENTATIVES, 
SUBCOMMITTEE No. 1, MercHANT MARINE, 
Or THE COMMITTEE ON MercHANtT MARINE AND FISHERIES, 
Washington, D. ¢ 

The subcommittee met at 10 a. m. in the committee room of the 
Committee on Merchant Marine and Fisheries; Hon. John J. Allen. 
Jr., presiding. 

Mr. AtteNn. The subcommittee will come to order and proceed with 
the hearing on Senate Joint Resolution 72. Off the record. 

Discussion off the record.) 

Mr. Marias. Mr. Chairman, if I may I was asked a couple ques 
tions at the last session | have the answers Nay | O1VeE those in 
the record now or later on? 

Mr. ALLEN. In response to whose questions? 
Mr. Martas. Mr. Bonner. 
Mr. Atten. You may proceed. 


STATEMENT OF J. F. MARIAS 


‘ 
\ 


r. Martas. Mr. Bonner asked two questions. One was, Did we 
have any affiliations with foreign firms as agents or as operators, | 
think that is properly stated. The answer is ‘‘no’’; positively no. 

The other question was, What percentage of the Philippines cargo 
is carried by American vessels in both directions. Do I quote you 
correctly, sir? 

\lr. Bonner. I think I asked what percentage of the cargo in these 
‘ight vessels was transshipped to the United States. 

Mir. Martas. I have not the figures on that but it 1s a big majority. 
i went to the Bureau of the Census and these are their figures: Be- 
tween April and October 1953, the American vessels carried 43.4 
percent in both directions, and for the 12 months previous, 1952, 
the American vessels carried 37.5 percent 

Mr. BONNER. Mr. Shelley also asked if vou acted as agent. 

Mr. Martas. Yes. The answer is “no”. Neither of these people 
act as agents for any of these foreign vessels. 

Mr. Auten. Mr. Bradford, will you identify yourself for the record 
and proceed to make any statement you may care to make? 
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STATEMENT OF LOWELL J. BRADFORD, ATTORNEY FOR FILIPINO 
SHIPOWNERS ASSOCIATION 


Mr. Braprorp. | am not familiar with parliamentary procedure, 
but is there a question ofa quorum? This is of the utmost importance 
to the Philippines and my people. 

Mr. Zrncke. No. 

Mr. Auten. I note you have a prepared statement. Do you wish 
to read it or would you prefer to submit it for the record and para- 
phrase it? 

Mr. Braprorp. I would like to read it and I have a supplementary 
statement. 

Mr. ALLEN. You may proceed. 

Mr. Braprorp. Mr. Chairman and gentlemen, my name is Lowell 
J. Bradford. Iam a member of the bar of the District of Columbia, 
admitted in 1935. I am also a member of the bar of the Supreme 
Court of the Philippine Islands, admitted in November 1945. I was 
in Manila at that time as commanding officer of the Counterintelli- 
gence Region of Luzon on the staff of the Army Forces, Pacific. I 
practice law in Washington, D.C 

On behalf of and at the request of the eight interisland operators 
composing the Filipino Shipowners Association, the position of the 
Filipino Shipowners Association in opposition to Senate Joint Reso- 
lution 72, as written, is respectfully presented to the subcommittee. 

The Filipino Shipowners Association, in recent meeting in Manila, 
has directed their attorney, Mr. Bradford, to reiterate the opposition 
of the association to Senate Joint Resolution 72 on the following 
basic principles: 

1. Senate Joint Resolution 72 as written purports “‘to provide for 
the rehabilitation of the interisland commerce of the Philippines, and 
for other purposes.’’ This is not true. This bill is written exclusively 
in the interests of “certain citizens of the Republic of the Philippines 
to maintain the water transportation service in the interisland trade.” 
These certain citizens are the present charterers of the eight United 
States vessels which are the subject of this legislation The present 
charterers are the Compania Maritima and the Philippine Steam 
Navigation Co. The proposed legislation establishes a sale of these 
vessels pursuant to an order of preference favoring the two vresent 
chartering companies in the interisland trade. The proposed legisla- 
tion is discriminatory and perpetuates a monopoly of the large United 
States Government vessels presently available in the hands of only 
two companies 

2. The order of preference clause as written in Senate Joint Resolu- 
tion 72 is not realistic under the present economic conditions in 
existence in the Philippines. The sale of the chartered vessels to 
only 2 companies, without granting a similar right to purchase such 
vessels to the other operators in the interisland trade, would eventually 
lead to a complete monopoly of the interisland trade by the 2 present 
charterers, and the departure from the business and economic ruin 
of the balance of the operators. This is not providing for the re- 
habilitation of the interisland commerce of the Philippines. 

The Government of the Republic of the Philippines has in the past 
expressed an intense interest in this legislation, sometimes favoring 
it as written, and on other occasions recommending amendments 
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granting the same rights to purchase United States vessels to all inter- 
island operators. With the change in administration, Mr. Bradford 
has been advised bv his association by cables, that conferences and 
negotiations are still in progress with the Phillippine Department of 
Saceion Affairs and the pertinent legislative committees of the 
Philippine Congress, and that to date the Philippine Government has 
reached no decision and has expressed no position through proper 
channels to the United States Congress relative to Senate Joint 


Resolution 72. 

[ am speaking of President Magsaysay’s administration. I would 
like to divert and read, if J may, my last cable on this subject 

Conferred today Secretary Foreign Affairs who ormed us his office has not 
vet taken anv stand on Senate Joint Resol nm 72 nor on extension of charters 
Our association taking steps to urge Pre lent Magsa 1v defi Government 
positio Writi 


[ must state that our position is not that of obstructionists. We 
are not objecting to the extension of the charters. Our position is 
that the Philippines need more ships, not less ships. The only evi- 
dence we have of the position of the Philippine Government is a state- 
ment by Mr. Bell that in May 1953 the Philippine Government, 
through the State Department, made representations favoring Senate 
Joint Resolution 72 as written. One month thereafter, Mr. Chair- 
man, on June 8, the Philippine Embassy received instructions which 
went to the State Department, with a note, a copy of which was sub- 
mitted to Doctor Judd’s subcommittee, and the note requested five 
amendments and the granting to other operators in the Philippines 
the right to buy similar large United States vessels. | will clear that 
up late 

We have on this record heretofore a statement that the Philippine 
Government has given unqualified endorsement of Senate Joint 
Resolution 72, and this committee has never even been told—and | 
am sure it would take judici ial notice of the fact—that there has been 
an election and a liiaioe in administration in the Philippine Islands. 
In 1953 the previous administration in the Philippones withdrew the 
note of June 8 and my association voluntarily withdrew its objections 
and went along with the fact that the charters should be extended 
because, as I will quote later from the Judd committee report, time 
was short and we did not wish to be obstructionists; we did not want 
to block the renewal of the charters. We have never wanted to block 
the renewal of the charters. What we are objecting to is the perpe- 
tration of a monopoly of the only large United States vessels, and 
these vessels are large in the Philippines. 

Mr. Bradford is further advised by cables from his association that 
it is anticipated that the Government of the Philippines will reach a 
decision during April and will communicate this decision through 
proper channels, to the United States Congress. After the present 
conferences concerning this matter are concluded, Mr. Bradford is 
advised that certain officials of the Filipino Shipowners Association, 
will fly to the United States to testify in opposition to the passage of 
Senate Joint Resolution 72 as written, and to present their position 
and request for the right to purchase United States vessels, in order 
that competition may be maintained and that the present monopoly 
may be terminated. 
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I wish to strike the last para rraph on page 3 in view of the fact that 
] 
i 


[ haveas pp! nent Statement, if the Chairman please. 
Mr. Auten. The paragraph on page 3 will not be included in the 
ra 
\ir. BrRapFrorp. Thank Mu 
Supplementing the first short statement of Mr. Bradford, the fol- 
lowing is submitted on behalt of the Filipino Shipowners Association. 
The Filipine Shipowners Assoc iation respectfully requests the con- 
sideration of this subcommittee be directed to the enactment of an 
nendment to Senate Je Resolution 72, granting all Filipino int 
nd operators the same p! ilece of P irchasing United states owned 
to] M \\ I’s Lyric N 1! the same terms and conditions. is 
Senate Joint Resolution 72 now vrants to the two present charterers 
I} e iil Dino SI ipownhers Association is comp sed « rf ~ ing 
ht intel sland operating companies: Gener: al Sh ipping x P Mad- 
igal Shipping Co., Ledesma Shipping Line, Pan Orient is Shipping 
Co., Veloso Bros., Ltd., William Lines, Ine., Rio y Compania, 


Southern Lines, Ine 

In 1946 the present charterers, the Philippine Steam Navigation 
Co. and the Compania Maritima, chartered the eight subj ct vessels. 
All the rest of the interisland operators were unable to charter similar 
vessels, and this includes two other operating companies who have 
since been force d out of busine ss due to the price war occasioned by 
the present monopoly of all the large United States vessels in the 
islands being operated by only two companies. 

During 1951 and 1952 a price war developed, and has grown 

adily, between the two associations in the Philippines. The 
Philippine Shipowners Association—which is to be distinguished from 
my association; my association is the F-i-l-i-p-i-n-o Shipowners 
Association, 2lmost identical. The P-h-i-l-i-p-p-i-n-e Shipowners 
Association, composed of Compania Maritima and the Philippine 
Steam Navigation Co., operating the eight large United States owned 
vessels under charter, began to force the rest of the companies in the 
trade, operating smaller vessels such as 1,000-ton Filipino Ship- 
owners’ boats, to the wall. Rebates, price fixing, false claims, have 
been and are to the present day the general order of business in the 
interisland trade. Diverting from my statement, in all honesty I 
must say my people are equally involved in that cutthroat competition, 
rebates, price fixing, and false claims with the others. They are all 
the same. It is impossible for the operators of the smaller vessels 
to compete with the two companies chartering the larger United 
States owned vessels. The larger vessels are superior in cargo and 
passenger capacity and economical operation. 

To sell these vessels to the two present charterers, without amend- 
ing Senate Joint Resolution 72, to permit other qualified Filipino 
interisland operating companies to also purchase similar vessels under 
similar terms and conditions, would create a situation in time wherein 
the present two charterers would completely monopolize the inter- 
island trade. Two companies in the interisland trade have already 
eased operations due to economic losses sustained. 

I do not want that phrase “in time’’ misunderstood. We claim 
there is a complete monopoly of all the large United States vessels 
and that this bill as written would perpetuate the monopoly and force 
the economic ruin of the other companies. The remaining eight 
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companies cannot possiblv compet vith | 
essels, 1 less 1 V can oper ! 
It is th contel ti ym ot th Kilinine SI ( \ wition tl 
facts, and that the Senate di 
it when it passed Senate Jol | 
eXDe!] on the scen Les ! 
D rting for mo \ 
| ] att Tl rc in \\ \ 
b I ) | Bi \4 ' 
ri a1 
I: y} hé 17 ( 
t legislati eC 
d shi ping l \ rH 
an impartial expert it} 
interisland shipping industry in the Pl 
Mr. Robert C. Furness retun 
iter 13 months WOrK, yn) lean » ir rive \i tT \ MStratiol 
shipping consultant to the Philippine Go 
Diverting again, the gentleman is sitting in » Dar the room 
He is presently with the Federal Maritime Board in Washington 
D.C., and is available at this moment, upon call by this pcommittee, 


to testify impartially in this hearing 

I offer for admission to the record a copy of the Filipino Shipowners 
Association “Shipping Gazette” 1953, in which Mr. Furness is quoted 
on several occasions. His picture appears on two occasions 

Mr. Atuen. The document may be filed. I doubt it is necess: 
to include it in the record. 

Mr. Braprorp. No it would not be necessary 

Mr. Bonner. What is it about? 

Mr. Braprorp. He is quoted regarding the monopoly and the price 
war and the types of practices that are engaged in, the lack of super- 
vision, and the fact there is open cutthroat competition between all 
the companies. 

Mr. Krocu. As I understand it, that is the house organ of your 
association? 

Mr. Braprorp. That is the trade house organ of my association 

The two present charterers have continually told the Congress of 
the United States, first the Senate and now the House, through their 
counsel: 


At this point I would like to observe that these interisland operations fall 


under the supervision of the Public Utility Commission of the Republie of the 
Philippines so that the public interest is protected t! ) h the egulatio of 
rates, profits, et cetera No monopolistic practices ire allowed The Publi 





Service Commission, created during American administration of the islands, has 
been in existence for the past 40 years. 

This statement is more than misleading, it is completely untrue. It 
is urged that the committee ask Mr. Furness whether monopolistic 
practices are allowed, or whether the public interest in the Philippines 
is protected through the regulation of rates, profits, et cetera. It is 
urged that the committee ask Mr. Furness if everything is “sweetness 
and light” as the 2 charterers have been telling Congress for 1 year, 
or whether there is chaos, uncertainty, price fixing, false claims, re- 
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bates, traffie fights, and absolute open warfare between the 2 rival 
associations in the Phidiieeien interisland trade. 

We claim there is a mor opoly now of the large United States owned 
vessels which caused this price war. The first man at the docks gets 
the cargo. It is ruinous to perpetuate this situation. This matter 
last year received tremendous publicity in the Philip pine press. It 
is a vital issue and I understand it oo raised as a vital issue in the 
last election. It is being fought out by the le islative committees of 
the Philippine Congress at this time and the answer will come from 
the Philippine Government as to its position in April. The type of 
a - has been rs = over there pub licity wise has been the con- 
tinuance of economic dey endence of the Philip ypines upon the United 
States. That is why m5 “people would like to get out of any type of 
subsidy and be able to buy similar type vessels to col npete as business- 
men. ‘They are being squeezed. They want the same rights as these 

ther companies have. 

If this subcommittee desires to learn the impartial truth from an 
expertly trained United States Maritime official, who was personally 
on the scene, it is urged that Mr. Furness be called as a witness to 
testily to the past and present economic situation in existence in the 
industry, the position of the two present charterers operating the 
large United States owned vessels as distinguished from the economic 
condition and future potential of the other eight operators operating 
smaller vessels, the chances of econom ic ruin to the eight operators of 
the smaller vessels, and the danger of creating a permanent monopoly 

he interisland industry 

It is respectfully submitted that Mr. Furness should not be called 
as a witness for either association. As a United States Government 
official, it is urged that he be called to testify by the chairman of this 
subcommittee in the interests of simple truth and justice in order that 
this subcommittee may have the benefit of unbiased expert technical 
advice and testimony. 

The Filipino Shipowners Association—that is my association—is not 
opposing Senate Joint Resolution 72 for the simple purpose of ob- 
structing legislation. The Filipino Shipowners Association volun- 
tarily withdrew its objections io Senate Joint Resolution 88, which 
extended the charters last June. This was in the interest of the Philip- 
pine economy, which desperately needs ships to cope with the STOW ing 











] ] R » T ‘ ‘ 
population and cargo demands. H. R. Report No. 683 on Senate 
.D ; 7 
Joint Resolution 88 reads as follows 
In previ vears no opposit to the cha rs was offered. his year a repre- 
S i ia Dp } I { | d pp p t i red. He 
1 i 4 IS ¢ eT i ppo! l ( re charter- 
Che committer concerned with keeping the \ sin operation. Only a few 
f he present charters expire Hence it is not considered de- 
rable at this late date to jeopardize the Philippine economy by injecting amend- 
mi into a measure that has already passed one body. The committee recog- 
é ) | pp L10 irgum id will be disposed to consider 
uy i ] i I 1 1 later 
It is submitted that an additional eight vessels should be authorized 


by the enactment of an amendment to Senate Joint Resolution 72 


to be sold to qualified Filipino interisland operators, other than the 


two present charterers 
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Unless the eight operating companies in the Filipino Shipo ners 
} l } | Le 7 . 
Association are granted such similar privileges and rights, we will 


have the unusual spectacle of the Congress of the United States 


in effec turning over an entire vital Indust in the Philippines Lo 
two “’en sen’ con panies ' . 
[ would like to make just one additional statement, and that is that 
ull the other questions asked the other morning can be and In my 
ble opinion on behalf of my association should be correctly 
answered by the best available technical trained expert impartially 
able to answer them. and he is here today. He can answer such 
questions as whether the present charterers do have agency agree- 
ments; whether one company against another does engage in cargo 


1 


ipments. I submit Mr. Furness is here this morning and is 
available to the committee and should be called, Mr. Chairman 
Thank you 

Mr. ALLEN. Thank you. Any questions? 

Mr. Mumma. When does this renewal expire? In June? 

Mr. Braprorp. Yes 

| ir. Mumma. Can anybody { l] us how manv of that tvpe ve ssels 
ire 1n storage? 

Mr. Braprorp. Fifty, sir 

Mr Mit MMA, [f they ao not get the add 


vessels and some 





other company should ret the number being used now, how would it 
work out? Do not the fellows who do not have the vessels want an 
opportunity to do the same thine now being done by the companies 


who have them 

Mr. B LDF‘ D | acree we are the “outs” and “‘don’t } ives’’ al d 
are arcuing against the “‘ins’’ and “‘haves.’’ 
Mr. Mumma. It is always t 

Mr. Braprorp. It is always thus. However, I do not think if 


my people received & of the Sin ilar tonnage as these 8 vessels, and we 











had, sav, 16 hypothetically in the trade, that these cutthroat practices. 
in which each party is equally guiltv, would endure We could then 
compete. But selfishly I must state it is different with my people 
th n vith them [t Is evel thus Loo Miy people are acral t the 
wall They cannot exist unless they have similar type vessel \ 
ha Hed te ifi a previousl thes eC SIOW yess | al lO ¢ pert 
but ] hs Ve hei l Ls dt it these es | are re || Ob rlete 

Mr. Mumma. You mean the t’’ fellows have tl type? 

Mr. Braprorp. No. The “ins’’ have that tvpe and we want some 
of the same Ie e 1t or not he LuSs¢é the ¢ | Vi \ \ Is AN peen 
considered in the United States as v and not too val ( Chat 
Is | U0 are laid D M De ple have lowe d naller ssels that 
( - more to op ite pel ton in »>of de awe I i M 
pt pl ire being I rt by ( Is the ha as ¢ the : emtion 
t t the United ite doe ot Want and tl e othe rators mn 
the States do not want, and ther 50 laid up © fl v 

want 1s ¢ | ve elec 

Mir. M Would that si t] le problem? 

M By DFORD Wi claim if wo iid i! | ne | 1) e Mentiones 
Mi furness » J l h | im proba pem mone nous, but bie 
advi to t! PI lippine Grover t for ] »! ths cl hn answel 
any questions you ! have What he ay r| even ! us 








I do { now, but h as there and he should now. If he were 
called | yuld pass to | l 

Mr. Mumma. I have no actual conception of the shipping conditions 
in the Philippines, but are there not a limited number of deep draft 
ports where these large vessels can operate? 

Mr. Braprorp. You must have smaller vessels, and we have them. 
Even if we had the larger vessels we would have to have the adjunet 
servi to get in the naller ports It goes all the w ay down to the 
very |! inimum and up to the 5,001 deadweight tonnage. To be able 
to compete we claim we should have the right to purchase an equal 
amount of the larger vessels. The other two companies also operate 
smaller vessels, they have to in order to get in the shallow water ports 
and pick up cargo. We are hurt because we cannot compete against 


these lar rer vessels Wi Say the vessels should remain in their hands 
becauss they have the charters The vessels should stay in the 


Philippines. Let them keep them. Up until June they are in their 
hands and it is not losing a thing to carefully examine this whole 
subject and consider amending this resolution to allow our association 
the same privilege ol] purchasing United States owned vessels. The 
presi lent of the association will be here in April 

Mr. Mumma. It is April now. 


Mr. Braprorp. I mean later this month. I keep forgetting this is 
April Fools’ Day. 

Mr. Martas. I do not 

Mr. Braprorp. The Senate passed this without any factual, 
impartial testimony, and I think if Mr. Furness is called the com- 
mittee will understand what I mean. It is my opinion if we had had 
such impartial expert testimony before last June, the Senate would 
never have passed this resolution as written. 

Mr. Bonner. Somewhere in your statement or testimony you 
spole of your association companies being unable to charter vessels. 

Mr. Braprorp. Yes 

Mr. Bonner. Did they make application for charter at the same 
time these people did? 

Mr. Braprorp. No, sir. 

Mr. Bonner. Why not? 

Mr. Braprorp. They did not have the money, sir. 

Mr. Bonner. Do you mean your association has grown up since 
these people chartered and went in business? 

Mr. Braprorp. The eight companies have grown considerably. 
There is a varying degree of prosperity in each of them, but among 
the eight operators I represent there are sufficient funds to purchase 
the vessels I have asked for. It is not like it was in 1946. In 1946 
everybody was hurt out there, so were Mr. O’Donnell’s clients. The 
war was just over. Many people did not have the money to go into 
this at that time and when they got on their feet it was too late. 

Mr. Bonner. They were operating? 

Mr. Braprorp. Some were and some were not. Some are new 
companies. 

Mr. Bonner. Were these two companies in operation? 

Mr. Braprorp. Yes. 

Mr. Bonner. How many companies were in operation prior to 
World War II? 


Mr. Braprorp. In all? 
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J,ONNER. In the interisland commerce. 

JRADFORD. Two have gone out of business I would say 
there were 6 or 7; no more. 
Mr. BonNgeR. How many are now in operation? 

\ir. BRApForD. Ten. 

Mr. BonNER. How many have gone out of business 

Mr. Braprorp. Two. 

Mr. Bonner. That would be 12 since the war. How much business 
is there? Is there sufficient business available for the successful 
operation of that number of companies? 

Mr. BrRapForD. Il can probably 1 reach it this way: Excluding the 
eight chartered vessels of which we are speaking at the moment, the 
present gross tonnage of vessels over 1,000 tons in interisland trade 
amounts to 22,442 tons, which is 51 percent of the prewar tonnage and 


15 percent of the present total tonnage. The 8 vessels represent 55 
percent of the present existing interisiand tonnage and this tonnage 


is operated by these 2 companies 

On gross tonnage moved, I was hoping that Mr. Chiongbien would 
be here. He will be here later. 

Mr. Bonner. This is not a new matter. Since the enactment of 
the Ship Sales Act there have been applicants continuously knocking 
on the door of this committee asking us to open the Ship Sales Act for 
someone who wants to get in. 

Mr. Braprorp. I realize that, sir. 

Mr. Bonner. And this committee has continuously resisted. 

Mr. Braprorp. Yes, sit 

\Ir. Bonner. Now we find the American Merchant Marine in a 
rather bad plight and it is to the credit of the committee that we resist 
because if we should put more ships in the hands of private operators, 
we would reduce the opportunity of having successful business. You 
have an application for eight ships. That would double the ee 
and put 16 there. I am wondering if they can successfully operat 

Mr. Braprorp. I have been informed 

Mr. Bonner. I do not care what you have been informed. 

Mr. Braprorp. If they would stop cutting each other’s throats 
they could all exist. The P hilippines have grown at least 20 percent 
since the war. Business ismoving. The southern islands are develop- 
ing. ‘There is enough business with normal competition for more than 
16 United States vessels. 

Mr. Bonner. You made some reference to the answers that had 
been made to questions about association with other companies. Did 
you mean to infer that the answers were not correct? 

Mr. Braprorp. No, sir. I meant to state that I am not qualified 
to answer those. Mr. Furness may be. If the committee has many 
questions along any lines they should ask Mr. Furness. 

Mr. Bonner. You do not know yourself of agency connections? 

Mr. Braprorp. No, sir. 

Mr. Bonner. Or shipping arrangements with any flag companies 
at all? 

Mr. Braprorp. We are not alleging improperjoperations at all on 
the part of the other two gentlemen; no, sir. ia 

Mr. Auuen. Mr. Robeson. 

Mr. Roseson. Who owns and controls these eight companies you 
represent? 
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Mr. Braprorp. All Filipino citizens. 

Mr. Ropeson. Individual owners or partnerships? 

Mr. Braprorp. There are some corporate entities and partnerships 
I might add that there has been mentioned in previous hearings that 
these include the newer companies, as Mr. Bonner brought out. 
Some of these compani Ss are new postwar companies. They term 
themselves the type of companies organized just before and during 
Philippine independence, and they have grown. We claim they 
cannot grow with the small vessels and they cannot grow competing 
with the United States vessels. The two associations have split. 
Originally they were all one. I would prefer to defer to Mr. Furness 
on the background history of the companies. I feel Mr. Furness has 
expert knowledge on that 

Mr. Ropeson. There is another thing that confuses me a. little. 
You seem to imply that if you had eight more ships and you did away 


vith the price cutting there would be more business. I do not under- 


stand how business would increase if the prices increase for the hand- 
ling of transportation 


Vin By ADFORD If oul people had t} eG 


1e same type of vessels they 
in the deepwater ports and I am positive that with the 
1 


could 


ls competing with the two present charterers 


presence ol these Vesse 


the price war would ceasi The business is there. It is being given 
away by rebates and price cutting. There is enough business for 


larce r vesst Is and more cempanli 


\ir ROBES »N You mean tonnage 1s not being hauled for some 


reason 
Mr. Br DFORD lt is hye ie haul cd at SIVCAWAY ruinous traffic rates, 


Mr. Ropeson. It would seem to me that would increase the tonnage. 
Mr. Braprorp. | would have to disagree. The two present 
‘harterers can still afford, according to my information, to keep up 


] 


| 
this traffic fight. If my people had these vessels, it is my opinion 
| 


at they would all get together and that the volume, which 1s there, 
would be handled on rates set by and under the jurisdiction of the 
Maritime Commission, which have been in doubt and in argument in 
committees in the Philippines for 3 years. I state this as a fact: 
That the two sent charterers have been opposed to the organization 
of the Philippine Maritime Commission which would regulate rates 


rather than the impotent Public Utilities Commission that does not 


\ir. Ropgeson. My question was similar to Mr. Bonner’s. You 


have eight ships now, and if you double the number of ships you would 
not necessariuy double the commerce. 

Mir. Braprorp. | think the figures submitted by Mr. O’ Donnell on 
the growth of the islands. are correct. and according to the growth, 
16 ships of this ns an be assimilated into a growing Philippine 
economy All st are being built up It has to go uD: it 
ees = 

Mr. Ropeson. Then why limit it 1 6? 

\Ir. BrRaprorpb. \ ( et more but we recognize that 
manv requests ha een mae, Son probably meritorious, | have 

o doubt, but as M () Donnell s Ss, we both agree the Philippines 
were torn apart while t ere under the [ nited States flag and any 
rehabilitation in pr Ip hould be mad en { quires an excep- 
tion to the Ship Sal \ to put them ack mn competition, | will 
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Mr. Roneson. That is right. Are there anv other ship operators 
besides the 2 and the 8? 

Mr. Braprorp. There are several very small companies. 

Mr. Rongson. Nobody else wants to get into the business, or how 
many more want to get 1n 

Mr. Braprorp. At this time, Mr. Robeson, thev are getting out. 
‘Two have left in recent vears. Mhe V are fVoing broke You would 
not go into that business, and neither would | \t those prices they 
cannot make it. 

Mr. Ronreson. If we make eig 
vour association, suppose in the interim new companies are formed and 
they want to buy ships; do they have an opportunity to buy ships? 

Mr. Braprorp. No, sir, I do not think so. I do not think you will 
vet new companies in there. You would not go into the automobile 
business if you could not get the cost out of it. 

Mr. Roseson. I am not going into any business. 

Mr. Krocu. Have you read Mr. O’Donnell’s statement given the 
other day? 

Mr. Braprorp. Yes. 

Mr. Krocu. Are you familiar with the two companies in the “Ph” 
\ssociation, on page 8 of his statement, where he indicates they lost 
12 ships during the war? 

Mr. Braprorp. That is true. They lost tonnage during the war. 

Mr. KroGcu. You say some of vour eight operators were in business 
prior to 1946? 

Mr. Braprorp. Yes. 

Mr. Krocu. How many of your eight 

Mr. Braprorp. Three. 

Mr. Krocu. Did any one or all of these three lose tonnage during 
the war’ 

Mr. Braprorp. One, the Madrigal 

Mr. Kroau. If the two companies forming the “Ph” Association 
had been able to qualify under the Ship Sales Act, they would have 
been entitled to preference? 

Mr. Braprorp. If you base it on tonnage lost during the war, that 
is correct. 

Mr. Krocu. That was a provision of the Ship Sales Act? 

Mr. Braprorp. That is right. 

Mr. Krocu. So the fact this resolution grants them a pre ference 
does not give them more than they would have had under the Ship 
Sales Act if they had been able to qualify? 

Mr. Braprorp. Our people also were unable to qualify. 

Mr. Kroau. Several were unable to qualify because they suffered 
no losses. You said the companies in your association did not charter 
because they did not have the money. Do they have the money how ? 

Mr. Braprorp. Yes. 

Mr. Kreoau. I want to ask about the tonnage Mr. O’ Donnell men- 
tioned on page 10 of his statement and ask if you agree with the 
statements: That prior to the war in 1941 there was im service in 
interisland shipping approximately 43,000 gross tons of ships over 
1,000 gross tons. 

Mr. Braprorp. There are only 3,000 tons between us 

Mr. Krocu. And that today the total gross tonnage of vessels over 
1,000 tons in interisland service is approximately 46,000 gross tons? 


» 


ht ships available to members of 


» 
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Vil i> DFORD [ y! fT 

' 1] ‘oe 
KEOGH An Vo Trop elo ad an additional 569.000 ton 

\ i> FORD. QO) » to } amount 

\ . ; 

ir. Keo Which would result in practically doubling the quan- 
int ¢ sted prio 0 144 

. « > : TT ; 1: 

\I BRADI ) t the eountry itself nas increased, according to 


Mir. O'Donnell, and I agree with that, 25 percent, from 16 million to 


I, EOGI ind VO believe an increase of tonnage would elimi- 
this cutthroat competition? 
I tp Yes \Iy peopl do 
Mir. Keocu. Do you believe it? 
Ny IRADFORD. Yes Sir’. 
Mir. Keoan. What are the causes of this competition now? 
Mr. Braprorp. The cause, in my opinion—and I am speaking for 
myself now; I have not been there in the past 2 years—is that you 
have a simple monopoly going on. In the colloquialism, these two 


companies have the ace ard 


\Ir. B 


) 


Mir. Keogu. Are you not using mutually exclusive terms when you 
talk about cutthroat competition and monopoly? 

Mir. BrapForpb. No, si 

Mr. Kroau. Ix] lain that to me always thought otherwise. 

Mir. BRADFORD The two prest nt charterers h 1ve in their possession 
the only large United States vessels. 


\Ir. Keoau. Granted 


Mr. Braprorp. Therefor thev have by faet of ownership Oo} 
peration, : monopoly of the larger vessels 

Mir. Keoau. When vou use the term monopoly you are using it in 
a narrow sense? 


Mr. Braprorp. No, si They, in my humble opinion, would lik: 
to see sever | other operators vo out of business and they could then 
take over this trade or increase their gTIp and hold on to it to a tre- 

ir. Keocn. I mav be rather obtuse this morning 
Mer BRADFO!I D 
Ir K EOGH I still cannot inderstand how one can talk in one 


} 


sentence of cutthroat competition and also claim there is a monopoly. 


nt 0 me, 


In my opinio} one excludes the other. 

Mr. BrapFrorp. No | hate to mention his name again, but ] 
think Mr. Furness can help you on that point. 
‘tr 1 


r KN BOGH. Wwe k His name DV how. 


| 
i I 

bi mm = } } - 4° 
ly By ADFORD Phe word monopoly as used DY Our associatio! 


means the lowering of rates, the carrving of cargo at less than it costs 
to move it, which is ruinou If it continues in the present conditior 
they savy that in time there will be maybe three or four companies Ol 
two. These large vessels will control and sustain themselves and they 
will grow and we will wither awav and di ippear, 

Mr. Krocu. Do 1 summarize your position correctly that you 

} a] l 1: ] , 

concede that the tw ympanies seeki hese eight ships would hav: 
Dec entitied to a] ] > der the Ship Sales Act? 

‘ > 

\i B j | LLLiLes 

\I Ix ( Yu ( rther na reason of then moti i 
charter of ti vesst they have a preemptive ri to purcha 
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Mr. Bi p. I think | mentioned a ty in the vesse 
Mr. Krocu. And you concede your association members \ 
essels under Rehal 
) l IS Cor! 
And you concede thes ht shoul mad 
sale unless others at nade available t r people? 
FoRD. That Ss correct \\ | oO Obl oO 7 
charterers at all. lL used the word “equity 
Mr. Krocu. You are trying to block this resolution unless vou vet 


the same? 

Mr. BRADFORD. Unless we get the same richt 

Mr. Krocr. Did you hear the testimonm the other dav about the 
availability of tonnage of this typ« 

Mr. Braprorp. I heard Mr. Ackerson’s statement. 

Mr. Krocu. Have you people attempted to procure new tonnage? 

Mr. Braprorp. Yes. They have been in Japan, they have talked 
to Scandanavian houses and the prices are still high. 

Mr. Keoau. Is it as high as the floor in the Ship Sales Act? 

Mr. Braprorp. It is over that. 

Mr. Krocu. The statements we had the other day were that the 
private market is less than the floor under the Ship Sales Act. 

Mr. Braprorp. The type of ships they want, sir 

Mr. Krocu. We are talking about a type, are we not? 

Mr. Braprorp. Yes. Outside of the United States owned vessels 
in the fleet, they were higher than the floor price last vear. 

Mr. Krocu. That is not the testimony we heard the other day. It 
was indicated to us that the private market today for these types of 
ships is less than the floor under the Ship Sales Act. 

Mr. Braprorp. [ heard him. I do not agree with him, from the 
information I have received from my people. 

Mr. Keocu. That is all, Mr. Chairman. 

Mr. Auten. Mr. Thompson. 

Mr. THompson. No questions. 

Mr. Atuen. Mr. Sheehan. 

Mr. SHEEHAN. No questions. 

Mr. Auten. If the resolution is not amended by the committee 
but considered in its present form, would you be against it or for it? 

Mr. Braprorp. We oppose it as written. We respectfully ask for 
amendments to it. 

Mr. Keoeu. That prompts me to ask indulgence to ask one further 
question. In the light of the unequivocal statement our State De 
partment made 2 days ago, do you seriously question the basis for 
the Department’s statement? 

Mr. Braprorp. No. On the record as the Department has 
that is correct. 

Mr. Kroau. Mr. Bell would not come in and testify on Tuesday 
if there were a change in the position of May 1953? 


Mr. Braprorp. Mr. Bell was correct. The May note went through 
iVi?. 

the Embass\ and LO the State Department It said they favored 
the resolution as written. \ mont later anot note came from the 
Philippine Government with 5 amendment which it says the same 
thing basically that I am arguin if I _ the vivinge of an add tional 
similar number of vessels to the other operators, a tner ere 


amendments i vas witharawn. 
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\ I, U i B i iil 
Ir. BrRaprorp. By the Philip Governm<e 
Mr. K H. Then why er to it? 
\ BrapForp. Because it was Ww cgi frankly, because in 


ion that it be 


| Krocu. The fact it was vith ——t ls me to believe that the 
f 


P| ne G rn it reverted ba Tis Oaaitiad oatlined i its note of 
May 1953. 

Mir. Braprorp. The old administration was in office then. We 
have a new government and I submit there is a serious fight going 


on now in the Ma Ssaysay administration as to what position to take 


Mr. Keocu. Do you mean to imply that you know more about 
what is going on there than our State De} artment? 
Mr. Braprorp. No, sir. I did not say so. 
Mr. Krocu. Do you not think the State Department would inform 


this committee of any change on the part ol the Pl iilippine Govern- 


Mr. Braprorp. The Stat« Dep yartment is limited V protocol 
what on its records. I think Mr. Bell only stated what is on the 
record. The June amendment was withdrawn and he has received 
no further information. I submit, and I think it could be proven in 


a court, tl al this issue r ise 1 DY this 1) I] was avery large e lee tion issue 


d that it is now, due to the nev adi Linistration, a serious and tre- 


: ' . 

mendously important issue in the Philippines and it has been men- 

. 4 } } + ; } CQ . 

oned prominently by many subcommittees in the House. Mr. 
1] 1 | T P 

Chiongbien was elected to the House of Representatives and has so 


Mr. Keocu. And you think our State Department either knows 
\othing about it or since it is not on record they can say nothing 


ho 
about it? 

Mr. B DFORD. | bmit that the State Department reported what 
it reported according to protocol. They reverted back to May 8. 

Mr. Keocu. Thank you 

Mr. ALI N. Do you have any questions, Mr. Zincke? 

Mr. Zincke. Mr. Bradford, in view of the fact you concede the 
ae of the position of these 2 applicants for these ships, is there any 
reason why you should not proceed by a similar resolution for the 8 
ships you want? 

Mr. Braprorp. That was suggested in Dr. Judd’s subcommittee 
and then it was mentioned that w« should ask it also of this committee. 
In othe words, the For n Affairs Subcommittee, | believe, said 
they were going to send them r port to this cohumittee as to where 
such a measure sho id originate, Merchant Marine and Fisheries or 
Foreign Affairs. Dr. Judd has a copy of our proposed bill and the 


Joint Resolution 72. It is a question 
of where it should be taken up and we thought it should be coordi- 
nated with Senate Joint ion 

Mr. ZIN( KE, You Stated the re are 22,442 
1,000 tons in alas service other than the 8 
1.000 tons? 

Mr. Braprorp. Yes. 

Mr. Zinckr. How much of that 22,000 does your group control, 
approximately? 


prope ed amendn ent to senate 


oss tons of vessels over 
arge ships of over 
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Mr. Braprorp. Approximately 15,000 or 16,000. 

Mr. Zincks. And you are asking for 40,000 tons of shipping to 
replace the 15,000? 

Mr. Braprorp. We would like that, ves, sir 

Mr. Zinckkr. You have stated that your companies have been 
unable to compete by reason of the presence of these larger, faster, 
and more efficient ships? 

Mr. Braprorp. Yes, sir. 

Mr. Zinckn. And at the same time you have stated that your 
companies in 1946 did not have the money to buy these larger, faster, 
ind more efficient ships but that in the past 8 years, in spite of the 
fact you have been competing against them, you have accumulated 
enough resources to buy approximately $5.5 million ol ships. Is 
that correct? 


t 
f 
i 


Mr. Braprorp. No, sir. On the first page of my supplementary 
statement I said: “During 1951 and 1952 a 
This throatcutting did not start until then, sir. 

Mr. Zinckre. During the 5-year period, then, you accumulated 
more than enough money to buy $5.5 million of ships? 

Mr BRADFORD. That might not be a correct statement beea 
they have had additional investments and additional people | 


} 
price War developed 


ise 
ul have 

been interested in shipping because the Philippines have a growth 
problem. John O’ Donnell and | both agree that people are etting 
into industry and every type of transport. New money is being 
invested and they are being blocked in this particular industry, my 
people. 

Mr. Zincke. New money is being invested in your losing enter- 
prise? 

Mr. Braprorp. It was until last year. If my people can compete, 
money is available. 

Mr. Zincxe. The money going into the purchase of these 8 ships 
is not money in these 8 companies, but money of new people coming in? 

Mr. Braprc 
and so will al 
Philippines. 

Mr. Zinckn. That is all. 

Mr. Auten. Thank you, Mr. Bradford. 

Mr. Dewey, will you identify yourself for the record and make such 
statement as you care to make? Also, if you care to file your state 
ment and paraphrase it, that will be agreeable. 


RD. My people will go to the banks and to the investors, 


) 
| the others. There is not that kind of money in the 


STATEMENT OF RALPH B. DEWEY, REPRESENTING THE PACIFIC 
AMERICAN STEAMSHIP ASSOCIATION 


Mr. Dewry. Thank you, Mr. Chairman. 


My name is Ralph B. Dewey. I represent Pacific American Steam- 
ship Association consisting of the 12 principal American-flag ship 
operators on the Pacific coast. At least four of our member steam- 


ship lines engage in trade with the Philippine Islands on a regular 
basis and, therefore, our interest in this bill is a very practical one and 
we hope that our views may be of some use to this committee in the 
consideration of this legislation. 

Pacific American Steamship Association supports in principle Sen- 
ate Joint Resolution 72 but respectfully asks that consideration be 
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riven to amending the language of the bill so as to provide the follow- 
ing safeguards against the misuse or the misunderstanding of its 
provisions: 


1. STATUTORY SALES PRICE 


The language of lines 7 to 9 of the Senate passed version of Senate 
Joint Resolution 72 would seem to make provision that sales of the 
8 vessels in question would be on terms indentical to those that apply 
under the Merchant Ship Sales Act of 1946. However, in order that 
there be no question that the terms of sales shall be in accordance 
with the Merchant Ship Sales Act of 1946, we would like to see the 
language amended to specifically refer in the body of the text to the 
Ship Sales Act floor price as the price at which these vessels would be 
SOLC 


2. LIMITATION TO INTERISLAND TRADI 


Lines 21 to 24 of page 2 of the Senate passed version restrict the 
use of any vé ssel purchases under this act to the interisland trade of 
the Philippines for a period of 10 years, except with prior approval of 
the secretary of Commerce that they be used otherwise. It is our 
contention that the restriction for interisland use should be for a 
period of at least 5 years after date of sale, but that it should be an 
unequivocal prohibition and should not be subject to the discretion 
of the Secretary of Commerce. We suggest this compromise propo- 

tion for the reason that machinery whereby the approval of the 
Secretary would be granted does not specifically include the require- 
ment that the American flag operators be given an opportunity to 


express their views prior to their approval. Since these American- 
flag operators have nvested heavily in merchant vessels under the 
terms of the Sh p Sales Act they should be viven an opportunity to 


vive their views on the competitive disadvantages which any such 
decision by the mecretary of Commerce might involve. 


3. CREDIT FOR CHARTER HIRE 


We agree that it might be contended that the language in lines 
7 to 9 “which terms shall in no event be more favorable than the terms 
applicable in the case of sales to citizens of the United States.’”’—would 
probably be construed to mean that no credit should be given in the 
purchase of these vessels for charter hire paid to date. In the absence 
of specific language to the effect that allowance for charter hire paid 
is not to be considered, however we would like to have the committee 
consider language which would specifically prevent any allowance for 
charter hire in the purchase price 

In addition to the above-qualified support of this legislation, this 
association takes this opportunity to call the attention of the com- 
mittee to the very onerous provision in Philippine law which makes 
for a tax discrimination against American-flag ship lines. The 
Philippines tax prov ision which we feel discriminates against American 
operators and preferential to Philippine-flag operators are: 

1. Discriminatory stamp tax on first-class passenger tickets. 
2. 17-percent Foreign exchange tax which does not redound to 
the Philippine-flag ship lines 

Negotiations with the Department of State and the Philippine 
Government have failed to produce any relief or tangible action. 
Not only are Philippine-flag lines exempt from this foreign-exchange 
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tax, but also certain American airlines (under special franchise from 
the Philippine Government) whose passenger capacity competes with 
steamship passenger service have been riven exemptions from the 
payment of the foreign-exchange tax. This is discrimination by the 
Philippine Government between one type of American carrier and 
another, as well as between American- and Philippine-flag steamship 
lines 

By way of explanation, the 17-percent foreign-exchange tax is 
required to be paid to the Philippines upon the conversion of Philip- 
pine pesos which American steamship lines desire to be remitted to 
the United States of America. The discriminatory stamp tax on 
first-class passenger tickets is on a graduated scale, but on tickets 
costing 1,000 pesos or more, the tax is $50 

Also, a further discrimination which should receive the considera- 
tion of the committee is the national policy laid down by the Philip- 
pine Government regarding the flag routing of Government-controlled 
eargoes. This policy which is embodied in a communication from 
the President of the Philippines dated October 22, 1949, requires that 
shipment of any cargo belonging to the Philippine Government or 
any of its agencies should be made aboard Philippine-flag vessels or 
carriers, both sea and air, provided that such vessels or carriers are 
available at the time of shipment and, provided further, that con- 
ference rates are observed. It is true that under this policy other 
foreign vessels, including United States flag, are to be given a share 
of Philippine Government cargoes if and when the Philippine-flag 
vessels are not available. However, as a matter of practice, the 
cargoes have gone almost exclusively LO Philippine-flag vessels. or 
to non-United States flag vessels which are under charter to Philippine 
shipping companies and to those vessels used in De La Rama’s joint 
service with Alfred Holt Co. (British) and Swedish East Asiatic Co. 
between the United States and the Philippine Islands Under this 
joint service De La Rama participates in the profits of the British- 
and Swedish-flag vessels. As an example, in recent months 10,000 
tons of asphalt have been shipped from Los Angeles and 12,000 tons 
from the east coast and none has moved on United States flag vessels 
It is clear from this example, and others, that the policy of the Philip- 
pine Government agencies involved with these shipments is to plan 
wherever possible the scheduling of cargoes to meet sailing dates of 
Philippine-flag vessels or vessels in De La Rama’s joint service, to 
the exclusion of American-flag vessels engaged in regular service 
between the Philippines and the United States. 

It would seem to us before the members of this committee take any 
positive action on this legislation that some consideration might be 
given to seeking from the Department of State its views on what it 
is doing to negotiate with the Philippine Government looking toward 
a relaxation of these discriminations. It would seem only logical that 
if the Philippine Government is on the one hand taking an active 
interest in the passage of this legislation, at the same time it would 
be agreeable to the relaxation or abandonment of discriminations 
Our support for this legislation is contingent upon a satisfactory solu- 
tion by the Philippine Government which would do away with both 
of these discriminatory practices. 

Mr. Atten. Thank you very much. The committee will recess 
until 9:30 on Tuesday next. 

Thereupon, at 11:15 a. m., an adjournment was taken 





TO AUTHORIZE THE SECRETARY OF COMMERCE TO SELL 
CERTAIN VESSELS TO CITIZENS OF THE REPUBLIC OF 
THE PHILIPPINES; TO PROVIDE FOR THE REHABILI- 
TATION OF THE INTERISLAND COMMERCE OF THE 
PHILIPPINES, AND FOR OTHER PURPOSES 


TUESDAY, APRIL 6, 1954 


House or REPRESENTATIVES, 
SUBCOMMITTEE No. 1, MercHant MARINE, 

Or THE COMMITTEE ON MERCHANT MARINE AND FISHERIES, 

Wash ington, D.C, 

The subcommittee met, at 10 a. m., pursuant to recess, in the 
committee room of the Committee on Merchant Marine and Fisheries, 
the Honorable John J. Allen, Jr. (subcommittee chairman) presiding, 
for further consideration of Senate Joint Resolution 72. 

Mr. Atten. The subcommittee will come to order, and we will 
proceed with the hearings on Senate Joint Resolution 72. I under- 
stand from Mr. Bradford that he has one additional item to put in 
the reeord 

Mr. Braprorp. Yes, sir. 

Mr. ALLEN. Will vou do so now, Mr. Bradford? 


STATEMENT OF LOWELL J. BRADFORD, ATTORNEY REPRESENT- 
ING THE FILIPINO SHIPOWNERS’ ASSOCIATION 


Mr. Braprorp. Mr. Chairman and gentlemen of the committee, 
| have just received a cable this morning from the Filipino Ship- 
owners’ Association, my clients and the protestants in this matter, 
which is as follows: 


Conferred with President Magsaysay today President says stand of past 
administration is not stand of present one Matter is of vital importance Philip- 
pine shipping industry according President Magsaysay. Cabinet will be con- 
vened sometime this week to clearly define Government’s stand. Request for 


postponement of action Senate Joint Resolution 72 until Cabinet has met and 
rendered final decision Regards 
SHIPOWNERS 

My position is simply this, the record of the position of the Philip- 
pine Government goes back to May 1953. It has not been changed. 
It did come in during the Quirino administration, but it is the official 
position of the Philippine Government, and it favored this bill as 
written last May 1953. 

We know that there has been a change of government, and the new 
Government took over last fall. I do not wish to mislead this com- 
mittee or to get this committee to think that this is purely for the 
purpose of delay, and I have informed my people that they cannot 


od 
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mittes because [ told them I was 
rong to intr ice tl position in evidence, and if there is no change 


in Govern! t’s position. if no action is taken different from that 
Oo past Qu oa nis itor e will withdraw all objections to 
t! ind, in fact t from these hearings 

B cause, althougn t ‘ LU .U000 Mm les away, these gentlemen are 
sp “ing as thouch t present before vou on a serious matter, 


ana I na tions ! the new NE; "SaVSA) administration IS 


taking this matter up i abinet session and that they shortly will 


come it with the present P pine Government position Whether 
racainst ft I Dp ple M il] abide by that decision 
ind presel! at pos tion as their own before this com- 
I no posit s fortheoming we will withdraw our objec- 


: 7 seriously we take this cable which I 


Cy 1) 
uf B | ea S received it ind they 
5 ‘ yg ( 
\I 7, ; c g YET no con UnICH 
, ~ i) I ) si 
\f R ce | } oO! | is why I an taking 
{ < 3s ng and s hat if there is ne 


NI Ha Wel Su ose the Cabinet | Ling does something that 


has no n to this ire vou not ending yourself beyond 
Mr. Bra If s anv Cabinet meeting which is beyond 
SO! th I Inioreseen comes up ] will be 


infor! fit.s nm me e that position My position 


Mir. Hart (int 3 I understand vour position, but I think 


vl said if there was no Cabinet 

\{ BRADFORD. If tl s no position forthcoming from thi 
I a I I Ss vefore this comn f 

\f 1] B , ] 

\l DRADI oe LO, KI ng, or at least belleving 
| O cabu told counsel for the other side that 
t } j no one is beine hurt We are 
not tr ! to ta nvt! ‘ ‘ rom ay né If thev do not meet 
t] lw ; sion of t ntil th do make 
t] : ; 

Philippine Government will take 
a position on this h: n informed that it will take a different 
DO n trom ti Q) I \ ment ntil such decision is forth- 
eo OS 

Mr. Z But ommunication is from your clients? 

Mr. Bra RD. Yes my clients, s 

Mr. Auten. The Chi: ud state that he has been informed 
indirectly that Dr. Gamboa, who was sitting here in the last hearing. 


and who is in the consular end of the Philippine Embassy, is willing 
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to testify, if called, but there has been no change on the part of his 
Government from the position which has been heretofore stated. 

[ believe the committee would like to wind up these hearings at 
this session, and I would like to know who would like to testify today. 
Mr. Francis Greene is represented here by Mr. Menamee, and Mr. 
George Morgan has requested an opportunity to testify. Mr. Wil- 
liamson is here to present his statement. Are there any others who 
wish to present testimony? 

Mr. O’Donne tu. I would like to present rebuttal to Mr. Bradford’s 
Statement. 

Mr. Harr. Is rebuttal in order in these hearings, Mr. Chairman? 

Mr. AtuEN. No, I do not think so 

Mr. Harr. That is something new to m¢ This is not a court 
procedure. There might be surrebuttal after that, and there might 
be rejoinder after the surrebuttal and so on 

Mr. Aruen. Off the record 

Discussion off the record 


STATEMENT OF FRANCIS T. GREENE, EXECUTIVE VICE PRESIDENT, 
AMERICAN MERCHANT MARINE INSTITUTE, INC., NEW YORK 
AND WASHINGTON, D. C. 


Mr. Auten. Mr. Macnamee, will you identify yourself for the 
record? 

Mr. Macnamnn. My name is Bruce Macnamee. I am executive 
assistant of the American Merchant Marine Institute in Washington 
which represents owners of American-flag oceangoing, coastwise, and 
intercoastal steams! ip lines. 

[ want to explain, Mr. Chairman, that Mr. Greene was called to an 
executive meeting of the board which was not called ahead of time, so 
I am here to read his testimony. 

[Reading:] 











Mv name is Francis T. Greene. I am executive vice pre lent of the America 
Merchant Marine Institute, Ine., 11 Broadway, New Y« N. Y.. and 1701 
Street N W.., Washi gton, ID. ¢ The institute r pre nt \meri ‘ 
American-flag oceangoing ships otaling more than 9 million deadweight to 
substantial majority of the American merchant mar ll 

Senate Joint Resolution 72 would authorize and direct the Secretary of Con 
merce to sell to citizens of the Republic of the Philippines any or all of eight N-3’s 
and C1—-MAV-1’s named in the resolutior The pr o be in aecordance wit! 
the Merchant Ship Sales Act of 1946 but the tern -and conditions of payment may 
be fixed by the Secretary of Commerce after consultation with the Ns nal Ad 

ry Council provided that the terms may be no more favorable than those 
vailable to United States citizens rhe ships involved have ail beet nder 
charter to Philippine citizens for many years since the war and are engaged in tl 
interisland, domestic trade of the Philippine Islands Che charters covering the 
ships have been extended several times pursuant to congressional actior n 
recent being Senate Joint Resolution 88 which is fully explained in House Report 
No. 683 of the 838d Congress, submitted by the Committee on Foreign Affair 
Last week this committee kindly permitted me to testify with respect to H. R 


Subject to addition of a provision for equitable treatment of American owners of 


this ty 


6317, to authorize the sale of 12 C1—MAV-1’s to Brazil or eitizens of Brazil 
! 


pe of ship who may wish to sell them during today shipping depres 


the American Merchant \!arine Institute supported that bill because of our under- 
standing that the authority to make the sales would be utilized to facilitate what 
I then referred to as “‘satisfactory consummation of certain diplomatic di 

with the Government of Brazil in which American-flag shipowners are vitally 
interested.’’ This was intended to be a diplomatic reference to the constant and 


SCLIssIONS 
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cont ing problem that American shipping encounters in the form of discrimina- 

Ss against it enacted as laws or governmental decrees by various foreign nations. 

ihe j¢ Go wm lution now befor this committee involves an equally acute 
problem of tax discriminat by the Government of the Republic of the Philip- 
pil against American-fla hipping in international commerce with the Phil 
ippines. This time, if agreeable to the committee, I should like to testify “on 
the record.’ 

American-flag shipping companies operating into the Philippines have faced 
for e years substantial mpetition for first-class and other passengers with 
airlines operating from the Philippines to the United States. The airline com- 
petition is becoming increasingly severe with each passing year. This competition 
is offered by Philippine Air Lines, Ine., a company which is reputed to have 
exceedingly close relations with the Philippine Government, and two American 
airlines [ am advised that the Government of the Philippines levies a documen- 
tary stamp tax on passenger tickets from the Philippines to the United States 


which is equivalent to $50 per ticket On the other hand, the Philippine Air 
Lines, Inc., and one other favored American airline operate under a franchise 
from the Philippine Government which exempts them from the payment of the 





locumentary stamp tax on travel fares th the shipping companies must 
either collect from the passenger at a conse loss of good will or absorb and 
pay out of their own pockets Althoug! favored airlines do pay, I under- 
Stal i a 2-percer t tax OI gross revenues (his, i an nror ° is I here near 
equivalent to the 550 per passage tax which must be collected by the steamship 
companies but not by the favored airlines 

Clearly, this discrimination against the shipping companies is an important 
factor in the increasingly keen competition between air and sea travel and pre- 


2 vears approxi- 


nably has contributed materially to the fact that for the past 
mately 70 percent of the first-class transpacifie passenger traffic from the 
Philippines to United States territory has been carried by Philippine Air Lines, 
Inc., and the favored American a the balance being shared by all other 





Another form of tax discrimination is the 17-percent foreign exchange tax 
from which the Philippine Air Lines, Inc., and the other franchised American 
airline are ipted This tax is assessed as a special excise tax of 17 
percent on the value of Philippine pesos which are turned in to the Central Bank 
of the Philippines against dollar exchange 

Our American-flag shipping companies do not object to the payment of taxes 


activities of foreign nations to and from which they 





| 
ikewise exer 





to SUDDOI e governinents 
operat ey do object, and I think properly to the payment of taxes which 


preju their competitive position as against other forms of transportation 
which, as I understand, are exempt as in the case of the Philippine Air Lines, 
Inc., and the favored American airline from payment of any Philippine taxes of 
any kind (except the tax on real property which is not here involved) other than 
the 2-percent gross revenue tax which I have already mentioned. 








I tl past se\ ral vears, at least one of our Americar -flag hippit £ companies, 
ope rating between the Pt ilippins and the States, has beer il negotiatio1 with 
officials of the Philippine Government, our Department of State, and the American 
Embassy at Manila. These have so far failed to produce auy relief or tangible 
actiol The American Mercha Marine Institute feels that every effort should 
be made to utilize the authority of Senate Joint Resolution 72, if it is enacted, to 


help remove this discriminatory tax structure that has militated against travel 
from the Philippines to the United States on board American-flag ships 


| ‘ =) 


Inasmuch as Senate Joint Resolution 72 is primarily, if not entirely, an attempt 





to give more favorable financi ment to the Philippine charterers of ships 
alrea in their hands and alre: gaged in the domestic Philippine trade, and 
f the term . | ! amended to require that ‘‘anv vessel sold 





all, for a period of 10 vears from the date of sale of 





the vessel, be l the interislar commerce of the Phillppines,”’ the 
American M e Institute would not object to the resolution in 
principle provi vill be used, as we have been informally assured the 


used, to bring about removal of existing 
governmental discriminations against American-flag shipping. Unless this finan- 

al benefit for the charterers of these ships is to be so utilized as to advance the 
national interests of the United States and of its merchant marine through appro- 
priate diplomatic discussions with the Philippine Government to eliminate these 
discriminations, we would most strenuously object to passage of the joint 


Brazilian ship sales authority will be 


resolutior 
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These and certain other special bills to authorize the sale of war-built ships to 
foreign governments or their citizens have always been advanced and recognized 
as exceptions to the general and fundamental policy that war-built ships should 
never again be dumped upon the world shipping market after the lapse on March 1 
1948, of the authority to make such sales. It seems clear to us that such excep 
tions should be strictly limited to cases where the release of a few of such ships 
will further both the foreign policy and the national maritime policy of the United 
States To this end I respectfully sug for vour consideration a committee 
amendme: t to Senate Joint Resolutio which wo ild do the following thing 

First. Eliminate the mandatory language contained in line 6 of page 1 of the 
bill by striking out the words “fand directed.’ The Secretary of Commerce, it 
seems to us, should have discretion to withhold these sales if circumstances 





transpire between the enactment of the resolution and consummation of the sales 
which may demonstrate that it may not be in our national interest to dispose of 
these ships. | 

Second. Condition the authority to make the sales in a manner similar to the 
conditions written into H. R. 6317. This could be done by inserting after the 
word “authorized” in line 6 of page 1 the words ‘‘subject to the conditions here 
after provided”’ and by adding between lines 9 and 10 on page 2 of the bill the 
following language: 

Such sales shall not be made until 


after consultation with the Secretary of State it is determined that the 
sale of ich ships to citizens of the fepublie of tl Philippines would serve the 
interests of the foreign policy of the United States through the elimination of 
discriminations against American-flag shipping in international commerce with 
the Republic of the Philippines, and ot} erwise* and 
h) after consultation with the Secretary of Defense it is determined that the 
sale of such vessels would not adversely affect the defense of the United States 
Third. Eliminate from line 21 on page 2 the authority of the Secretary of 
Commerce to release any of these vessels from the restriction that for a period of 
10 years they shall be operated only in the interisland commerce of the Philippines 
The Institute feel hat this should be a statutory limitation similar to that pro 
vided for in H. R. 6317, the Brazilian ship sales bill 
Certain Philippine ship operators here seek from the United States an econot 
advantage for their own and, presumably, their Government’s benefit It i 
advantage which I assume the United States Government is willing to grant 
return for some equivalent benefit l urge to this committee that an appropriat 
equivalent benefit would be the elimination of the discriminatory taxes which | 
have mentioned I also urge that this committee, which is so alive to the con 
tinuing problem of foreign governmental discriminations against American-flag 


shipping, will see fit, if it reports Senate Joint Resolution 72 favorably to the floo 


to do so only with an appropriate comment to the effect that the authority of t! 





e so exercised as to eliminate the tax discriminations agail 


resolution shou 


our American-flag shipping lines plving to the Republic of the Philippine 


In closing, I should like again to thank this committee for the courtesy and con 
sideration which it has shown to me in this and i otner matter I shall, of 
course, be glad to cooperate with the committee it stall, and other interested 
parties, in working out language whicl ight better ca out the suggestion that 





have here made 


Mr. Auten. Thank you, Mr. Macnamee. Are there any questions, 
Mr. Tollefson? 

Mr. Touuerson. No, Mr. Chairman. 

Mr. ALLEN. Mr. Hart? 

Mr. Harr. No, thank you, Mr. Chairman. 

Mr. ALLEN. Mr. Sheehan? 

Mr. SHEEHAN. No. 

Mr. Auuen. Mr. Bonner? 

Mr. Bonner. No. 

Mr. Atuen. Mr. Mumma? 

Mr. Mumma. No, I have no questions, Mr. Chairman. 

Mr. Auten. Mr. Garmatz? 

Mr. Garmatz. No, Mr. Chairman. 

Mr. ALLEN. Mr. Van Pelt? 
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Mr. Van Pett. No 
Mr. Auuen. Mr. Shelley? 
Mr. SHeutuey. No, Mr. Chairman. 
Mr. ALLI N. Mr Robe son? 


2 a 
Mr 


Roreson. No. I have no questions. Mr. Chairman. 
Mr. Atuen. Thank you very much, Mr. Macnamee. 
Mr. Mcnamer. Thank you, Mr. Chairman. 


STATEMENT OF GEORGE W. MORGAN, PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Auten. Now, Mr. Williamson, do you wish to appear for 
someone? 


Mr. Wiiuramson. Mr. Chairman, Mr. Morgan was here at the last 


session and was prepared to testify. 
Mr. ALLEN. Will vou identify yourself for the record? 
Mr. Wiuuramson. My name is Hugh Williamson [ am vice presi- 


dent of the Association of American Ship Qwners. As I was saving 


Mr. Morgan was here pre] ared to testify, and a transcript of that 
proposed testimony, | believe, was passed out to each member of the 
com ttee I would like to ask the chairman to make it a part of the 
record in order to save time, and I will not bother to read it. 

Mr ALI N If there is ho objection, the record will include the 
statement of Mr. George W. Morgan, presid nt of the Association of 
American Ship Owners 


Che statement above referred to is as follows:) 





rEMENT OF GEORGE W. MorGAN, PRESIDENT, ASSOCIATION OF AMERICAN 
SHiep O ERS 

M name is George W \Morga I am an attorney at law and am presi lent 
yf \ssociation of Ame p Ov ‘rs which has offices at 90 Broad Street, 
N vy Yor \ f 1621 In Stre NW Wa ngton, D. ( Our association 
posed of a r of la iblished mpa pe ng in the regular 
line ‘ ( { { le N f our members has re- 
( i \ t 1\ { t ler the 1 hant Marine Act, 1936. 

! acte Senate J R lution 72 we ! ‘ ile to citizens of the 
's pp of 6 r-built CI-MAYV-1 and 2 N3 type vessels now under charter 

The | fu er would permit h vessels to continue to be operated under 
su pending e lt of sales agreeme! and delivery of vessels there- 
ona ; 

One fundamental and import tp iple of the Merchant Ship Sales Act of 
1946 w ut war-built ships should remain on sale for a specified period of time 
i Liter ( ease to be a ller in the market, 

vy its ships from sale, and would place them in reserve for use only 

T Government’s assurance that it would withdraw its huge surplus from the 
narket was an important consideration in the minds of American citizens who 
purchased ps under the act If the Government had remained in the market 
as a seller, its vast suppl f ps would have depreciated substantially the value 
of tl e sold and ( vested cay ul rey nted thereby. ; 


With these thoughts in lind, our association believes it a matter of great 

I ld not now break faith with those of its 
( Ze1 whom it sold ships Those now wishing to buy ships should purchase 
them from private owners in the private market. Weare advised that CI-MAV-1 
vessels owned by American citizens are available and that other suitable vessels 
are available in foreign market We think that the interests of the American 
merchant marine, in particular, and of world shipping generally, require that 
Philippine interests solve their shipping problem in this manner. 
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Today the world shippi 2 market is ich that availal shipping space exceeds 
cargo requirements by a substantial amount 1 r word world shipping 
2 ; ad Wi eve , atin he fir : » to he 

rt b lized t ol } \r I ( i r Ww ( s 
foro 1 reat as fe 1 ship An ove! uwed lrives b- 

i | » and lay i \ ‘ D é | rmore, 

( i l for 3 ( f , 1 are 

i ' i ( ( are i i rid 

to i v retir : ce Ur 1 Sta ( \ la 1 
ssels would pr e the inter f unsu tj 

| ale of st ps by our Gover would vm crease the 
present oversupply of world tonnage But it these ps on charter to t Philip- 
pi vere withdrawn from the market and if priva ned ps were used to 
replace them, the existing surplus would be red 1 Such a reduction should 
penefit pl ate o eT 

It would seem that sufficient time has passed sine: ‘ d of World War II 
for tl Ph lippn Grove ent for Philippine Dp uC D con- 

T { I \ T reha tl pr i e A t { i i nece i the 

erisiand trad Po bl ich acq is | 11S¢ ra ib ip 

rent pa lingness to continue these charters But I think tl ie has come 
to take these ships off the market and if our intention to do so is made clear, it 

suld seem that the Philippines within 3 months could make arrangements in 
he private market for their replacement 


Mr. Auten. The Chair will state that he has received a letter 
from Mr. Ralph B. Dewey, submitting an amendment to the pre- 
pared statement which Mr. Dewey submitted at our last hearing. 
Without objection the amendment will be used instead of the state- 
ment as originally prepared, 

| believe that coneludes the hearing of all of those who have stated 
that they wished to testify. 

I would sav, Mr. O’Donnell, that it is not the practice of the com- 
mittee to try a case here, and that no rebuttal is in order. 

If there is nothing further in the way of the presentation of evidence, 
the hearmes will be closed. 

Off the record 

Discussion off the record. 

Mr. ALLEN. Is Mr. Furness here? 

Mr I RNESS Yes, Sil 

Mr. ALLEN. Off the record. 

Discussion off the record.) 

Mr. ALLEN. Do you wish to testifv? 

Mr. FurRNEsS Only if the committee would wish me to 


> 


STATEMENT OF ROBERT C. FURNESS,” EXAMINER, FEDERAL 
MARITIME BOARD 


Mr. Auten. Will you come forward then, Mr. Furness? 

Mr. Furness. Yes, sir. 

Mr. Auten. Mr. Furness, what is your occupation? 

Mr. Furnegss. Mr. Chairman, I am here in Washington an examiner 
for the Federal Maritime Board. I was sent to the Philippines at the 
request of the Philippine Government to assist in drafting their 
shipping laws. 

Mr. ALLEN. Do vou presently occupy that position as an examiner? 

Mr. Furness. Yes, sir 

| might say that | am not speaking for the Federal Maritime 
Board at all. In fact, they do not even know that I am here. 


> 
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Mr. Harr. Do you know what position the Maritime Board has 
taken on this resolution? 

Mr. Furness. The Maritime Board has no particular interest in 
this bill at all. Itisa qué isi-judic ial body. The Maritime Adminis- 
tration hus already been heard on this bill. 

Mr. Auten. Do you care to make a statement, particularly as to 
the mistakes which have been made? 

Mr. Furness. Well, I do not think the committee has the factual 
setup very well as to the whole shipping setup in the interisland trade 
in the Philippines. I doubt very much if the committee realizes 
that these eight ships which are the subject of this resolution present 
the most controversial and difficult problem now existing in Philippine 
shipping. 

The Philippine merchant marine actually consists of about 7,000 
vessels. Most of them, of course, are shallow draft dugouts and 
outboard motor sailboats almost like a canoe. 

These eight ships, although small, ail not regarded by the United 
States as of much value to the American merchant marine are the big 
wheel in interisland shipping, and there is not any doubt at all, 
regardless of who has the ships, or who operates the ships, or whether 
they are owned by anybody, if those ships were to be removed from 
the Philippmes if would break that trade right smack in two. 

Looking at it from a defense standpoint, which is a highly critical 
situation over there now, the Philippine merchant marine only has 
one passenger ship, and that is a reconverted what we call FS, a ship 
originally of about 530 tons, maybe, a little Army boat that was used 
for military purposes. 

They have no tankers whatever in the Philippine trade. All of 
the fuel oil and gasoline and petroleum products are moved from island 
to island in metal drums. These particular eight ships can carry 
twice as much as the next largest vessels in operation in the Philippines. 

They have no passenger accommodations which are worthy of the 
hame. 

{s a matter of fact, those of you who have not been over there 
would be shocked at the paucity of passenger accommodations which, 
in time of war, evacuations, and so forth, would create certain death 
and tremendous loss of property, supplies, and everything else. 

The passenger crowd on these vessels on something like Army cots 
laid side by side, men, women, and children on the decks. I rode one 
of these ships, the Boatswains Hitch. 1 asked an officer of the operator 
which has 2 of these 8 ships which are under consideration, Don 
Cameron, the vice president of the company, why can vou not fix 
these ships so that people can travel under sanitary conditions and 
healthful conditions and with some degree of comfort, and he said 
that if they owned the ships they could make the conversion there, 
that they could put in some refrigerator space and, incidentally there 
is no refrigerator space for food in the merchant marine of the Philip- 
pines, and that is a tropical climate 

You cannot transport fruits and vegetables any distance at all in the 
Philippines today because of lack of refrigerator space. 

These ships, if allowed to stay in the Philippines, could be very 
easily fitted out with refrigerator space to carry fish, vegetables, and 
fruit which grow in great abundance in the Philippines. 
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I might say that this same type of ship, 12 C1-MAV-1’s, are now 
being operated in Alaskan waters fully refrigerated for carrying frozen 
salmon, and frozen fish of various species completely refrigerated. 
The islands are ideal for that type of equipment, and, believe it or not, 
they have to fly tish from one point to another, ard you may know that 
fish is one of the staple foods in the island. The Everett Steamship 
Co. said if they could buy ships for freight they would supply refriger- 
ator space and passenger space. 

Mr. Harr. What is the point of this testimony, Mr. Chairman? 

Mr. ALLEN. | am endeavoring to learn myself what course we should 
take on this legislation. 

Mr. Hart. What relevance Vv has it to the que stion of whether these 
vessels should be sold or not under the terms of the resolution? The 
witness has said he does not want to take sides on it. 

Mr. Furness. I can explain the primary basis for it. 

Mr. Harr. Well, are you for this resolution or against it? 

Mr. Furness. I would say it is a good one. 

Mr. Harr. You are for it, then? 

Mr. Furness. I| think it is to the benefit of both them and the 
Philippines, and on this again, I would, however, suggest that I should 
state the reasons briefly, that these other operators feel, whether they 
are justified or not, that if these 8 ships are only available to the 2 
biggest operators over these that all of the rest of them are being dis- 
criminated against. It may be their fault that they did not come in 
at the proper time and put in for similar ships. I do not know. 

Mr. Auten. Has Mr. Bradford properly presented his case? 

Mr. Furness. The Compania Maritima, the operator of 6 of the 8 
ships there is a powerful political and financial force in the islands. 

Mr. Auten. Mr. Furness, if you will permit me, I think what you 
are saying is a reiteration of the statements which have been made. 
If there is any new or further evidence that we have not had the com- 
mittee would be glad to be fully informed about it, but unless you 
have something that has not been given before, or with which you 
disagree, | think we have the evidence pretty much in the record 
already. 

Mr. Furnsss. Then I will merely close by stating that there have 
been some errors made here, particularly with respect to application 
of the so-called discriminatory tax imposed by the Philippine Govern- 
ment against the American merchant marine. 

Honestly, I doubt if this has any application in this type of bill at 
all. The discriminatory tax which is felt most is the documentary 
stamp tax, which is imposed on the passengers. 

APL, as you all know, is the only trans-Pacific passenger service 
now in existence between the United States and the Orient. If you 
are there you generally travel in family groups and you are charged 
$50 each extra over and above the fare, whereas, the real competitors 
f APL, being two airlines, the Pan American, and the Philippine Air 
Lines, do not impose that type of tax. The reason I would suggest 
that that has no application to these eight ships, or to this resolution 
is this: The fight there is strictly a local one between the American 
President Lines, the only passenger service under the American flag 
or any other flag in the trans-Pacific trade, and the airlines. That is 
the issue, and if there is any condemnation due I would suggest that 
it is not due the Philippine Government, but the State Department. 
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The machinery is already in existence to correct that kind of a situa- 
tion I would not imagine that it would take a resolution of Congress 
or any other clause in this type of bill to handle that kind of a situation. 
We have a trade agreement with the Philippines which the State 
Department should take cognizance of, and under the existing terms 
of the trade agreement with the Philippines we should correct this 
situation I certainly would not suggest that this committee here be 
concerned with the type of issue that has been brought up here. 

Now, that is all I have to say, unless the committee members have 
any questions 

Mii ALLEN Are there any que stions Mi Hart? 

Mr. Hart. No. 

Mr. Atuten. Mr. Sheehan‘ 

Mr. SHEEHAN. No 
Mr. Atuen. Mr. Bonne 


Mir. Bonner. Mav I ask the gentleman this question: If we are 
paving a subsidy to shi and the competitive line does not have to 
pay this $50 tax, and the lnc hat we pay a ubsidy to does have to 


pav that $50 tax, would veu not think that this committee would be 


concerned ith § 
Mr. Furness. I would think so. 
Mr. Bonner. You just said we ought not be concerned at all about 
Mir. Furness. | meat n connection with these eight ships | 
think veu should be very much concerned in vour general functions 


Mr. Bonner. We are concerned in all transactions of this kind, 
where give something to help a foreign country that throws a 
block in the wav of the operation of American vessels and vlves 
preierence LO ¢ thers 

Mr. Furness. The documentary tax was not leveled at the Ameri- 
can merchant marine or any other foreign-flaz merchant marine. It 
is almost like a motion-picture tax, where you pay so many cents ip 
add tior to the cost of the ticket. 

| am absolutely certain from discussions with the Philippine cfficials 
on it that when that tax was imposed thev had no idea at all that it 
would act as a discrimination against this Government or against the 
merchant marine of the United States 

I doubt very much if they even thought at the time, based on dis- 
cussions with them, that Pan American Airlines would be exempt. 
I do not think they even thought of it, it not bemg a tax on the 
property of the carrier, but it actually beimg a tax on the traveler. 

| would say that the Philippine officials there have no deliberate 
intent to set up an American flag carrier like the American President 
Lines, sir. 

Mr. Bonner. Yes: I am sure of that. 

Mr. Furness. [I think the issue is important 

Mr. Bonner. What was the idea of the tax? 

Mr. Furnuss. It was supposed to cover all travel, no matter how 
you traveled by air, steamship, or whatever means. 

Mr. Bonner. But it does not cover all travel. 

Mr. Furness. No; it does not, because the Secretary of the Treasury 
over there ruled that under the franchise granted to Pan American 


I 


Airways and Philippive Air Lines, that under his ruling it did not 
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apply to those two carriers who enjoy tax exemption under their 
franchise. [t is a mere ruling, and not a part of law at all as to this 
discrimination. 

Mr Mumma. Mr. Chairman 

Mr. Autuen. Mr. Mumma. 

Mr. Mumma. Mr. Furness, they have had plenty of time in which 
to see this discrimination, have they not, and they have not done 
anything about it? , 

Mr. Furness. On that point, sir, [ am quite certain from working 
Wl h these men while 1 was cver there that if it had vot been for the 
; have corrected that, although 
I will say this, that the Embassy and the State Department have 
never, as far as | know, unless it has been since I left. properly pre 
sented this thing to the Philippine Government [ am quite certain, 
as I Say, fr m we rking with these men that if it had been properly 


presented, or if 1t is now properly presented that thine will be cor- 


presidential cempaign that they would 


rected. i feel very confident about it. 

Mr. Harr. Did you ever koow of the State Department being 
concerned about the progress of American shippit of 

Mr. Furness. I think that the answer is ‘‘No 

Mr. Harr. I am quite sure it is 

Mr. ALLEN. Mr. Van Pelt, do you have any questions? 

Mr. Van Petr. No, thank you, Mr. Chairman 

Mr. Auten. Mr. Garmatz? 

Mr. Garmatz. No, Mr. Chairman 

Mr. ALLEN. Mr. SHELLEY? 

Mr. SHevtiey. No, Mr. Chairman. 

Mr. AtLeEN. Mr. Robeson? 

Mr. Roseson. No, thank you, Mr. Chairman 

Mr. Auten. Thank you very much, Mr. Furness 

Mr. Bonner. Do you know whether the Philippine Government 
is interested in this bill? 

Mr. Furness. They were when I was ther 

Mr. Bonner. How long ago was that? 

Mr. Furness. I got back last June. 

Mr. Bonner. They have had practically a year in which to demon- 
strate their interest in it. 

Mr. Furness. While they are being reorganized under their new 
administration it is a very confused political situation over there. 

Mr. ALLEN. Off the record. 

(Discussion off the record.) 

Mr. ALLEN. There being no further evidence to be presented, the 
hearings on Senate Joint Resolution 72 are closed. 

I would like to have the members of the subcommittee stay for a 
short executive session. 

(Thereupon, at 11:10 a. m., the subcommittee went into executive 
session.) 


x 





